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ABSTRACT

The standards of conduct, DOD Directive 5500.7, establish
the basic guidelines for ethical behavior for all Department
of Defense (DOD) personnel. Based on the author's review of
literature and interviews conducted with Federal law enforce-
ment agencies, the standards are adequately doing their job, i
prescribing the required standards of ethical conduct. Aas a
means to continue to accomplish this task and enhance its role,
a "Study Guide of Ethics and Standards of Conduct" has been
developed for use by procurement personnel. The study guide
amplifies the major areas of the standards through the use
of lectures, group discussions and relevant case examples.

Its purpose is to keep the standards fresh in the minds of

procurement personnel and relevant to the ethical challenges

they may encounter.
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I. INTRODUCTION

i

Executive Order 11222 clearly states the Government's
policy of ethical conduct for Government officers and
employees:

Where government ‘is based on the consent of the

governed, every citizen is entitled to have complete

confidence in the integrity of his government. Each
individual officer, employee, or advisor of govern-
ment must help to earn and must honor that trust by

his own integrity and conduct in all official

actions.

In government procurement, situations are likely to arise
which involve ethical decisions. It is sometimes extremely
difficult to distinguish the illegal gratuity from the inno-
cent social favor. On account of this difficulty, among
others, it is important that Government personnel know what
the proper recourse is and moreover, what action they are
reguired to take in accordance with the statutes and regula-

"
tions that affect procuremeht.

Standards of conduct for Government personnel have
evolved over many yearg. The current standards are contained
in a large body of Federal laws, executive orders, depart-
mental dlreiflves and agency regulations. The Department of
Defense (DOD) Directive 5500.7 entitled, "Standards of Conduct,”
sets forth standards of conduct for all DOD personnel, both

military and civilian regardless of assignment. This direc-

tive covers such areas as bribery, graft, gratuities,




contributions to superiors, use of Government facilities,
outside employment, and conflict of interest. The various
military departments followed the DOD Directives with their
own implementing instruction. SECNAV Instruction 5270.2G

entitled, "Standards of Conduct," prescribes the standards

of conduct for Department of Navy (DON) personnel.

The DOD Directives are applicable to all DOD employees.
However; standards of conduct for DOD procurement personnel
assume a position of great trust and responsibility when
they handle the expenditure of large amounts of public
funds. Are the standards of conduct sufficient to provide
the necessary guidance to prevent conflicts of interest

violations? It is this question that this paper intends to

examine further.

A. OBJECTIVES

The objectives of this research effort are to examine
and analyze the current DOD and Department of Navy standards
of conduct applicable to procurement personnel; to determine

if these standards provide the necessary guidance to prevent

conflicts of interest between private interests and Govern-
ment procurement personnel; and to produce a standards of

conduct study guide if deemed necessary by research.

; B. RESEARCH QUESTION
The General Accounting Office (GAO) estimated that as

much as $40 billion dollars may be lost to dishonest and




and corrupt actions in the United States annually. Accord-
ing to Justice Department files, these corrupt actions
against the Government rank as the fourth most common crime
in America [1:39]. This combined with various GAO reports

of waste, fraud and abuse in the Government makes one question
whether the standards of conduct are sufficiently meeting

the Govermment's needs.

GAO-has established a nationwide telephone hotline to
report waste, fraud and abuse in the Federal Government. Of
the 12,000 calls received, GAO has determined that more than
2,000 of these allegations were serious enough to warrant
agency investigation. Of the allegations leveled against
the DOD, most involved procurement irregularities [1:41].

DOD currently has in effect the earlier mentioned DOD
Directive 5500.7 which prescribes the standards of conduct
relating to possible conflicts of interest between private
and official duties. It is the hypothesis of this paper
that DOD's standards of conduct fail to provide the necessary
guidance to prevent conflict of interest violations from
developing.

In order to properly address this problem, the following
research question is presented: Does DOD's standards of
conduct really provide the necessary guidance to prevent
conflicts of interest? Subsidiary to the basic research

question is the following question:




Can a study guide be developed to amplify the standards

so that they are more relevant to the daily ethical challenges

found in DOD procurement?

C. SCOPE

The thrust of the research is directed at determining
the adequacy of the standards of conduct as they relate to
DOD procurement personnel. It is also intended to provide
a working knowledge of the standards of conduct through the

use of an author developed study guide.

D. ASSUMPTIONS

It is assumed that the reader has a working knowledge of
DOD procurement including the requirements found in the
Defense Acquisition Regulations (DAR) and also an understand-
ing of the statutes and regulations that affect the procure-
ment process. Additionally, it is assumed that the reader
has a basic familiarity with the ethical situations that DOD

procurement personnel are likely to encounter.

E. LIMITATIONS

It must be acknowledged that this study did not utilize
a questionnaire due to one of the basic problems of ethical
behavior: one perceives the ethical behavior of others in
a clear right or wrong situation, whereas, one most always
perceives or rationalizes one's own actions as being mostly

ethical. In the author's opinion, the use of a questionnaire

11




would not have provided a true picture of ethical behavior
on the part of DOD procurement personnel. Rather, only a

rationalized or distorted picture would have been presented.

F. METHODOLOGY

Standard research procedures were used in the preparation
of this paper: 1literature search and personal interviews.
The initial literature search revealed a myriad of profes;
sional érticles, both DOD and civilian, which attested to
the need of ethical behavior in the procurement arena.

Among these, there were a number of articles and reports
which indicated that the standards of conduct were not being
properly followed as intended.

Although these articles and reports indicated a‘problem
which is the main thrust of this research paper, a very
limited amount of information is available relating training
to the standards to DOD personnel as a possible solution to
the problem. Only the GAO, in a general sense, has con-
sistently recommended in its audit reports on waste, fraud,
and abuse that steps should be taken to make DOD employees
more aware of the problem.

Following the initial literature search, personal
interviews were conducted, both with Government and civilian
industry personnel, in order to obtain information that
would answer the basic and subsidiary research questions.

Sources of information include:




‘mw

1. Local Government procurement personnel
2. Government and legal personnel in the San Diego area
3. Representatives of the Office of Government Ethics

4. Representatives from civilian industry

G. KEY DEFINITIONS/ABBREVIATIONS

Definitions and abbreviations are contained in Appendix A.

H. ORGANIZATION

Following the "Introduction" are chapters on the "Framework"
(Chapter II), placing perspective on this research area in
respect to the ethical environment of both Government and
civilian industry; and "Background" (Chapter III), providing

the reader with, essentially, a chronological progression of

the development of Standards of Conduct in the Government up
through and including the impact of the "Ethics in Government
Act" of 1978. "Analysis of DOD's Standards of Conduct"
{Chpater 1V} analyzes the current standards of conduct and the
problems experienced by Government procurement personnel in
this area. "Study Guide of Ethics and Standards of Conduct"”
{Chapter V) is a presentation of an author prepared study

guide with Chapter VI presenting the study's conclusions

and recommendations.
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II. FRAMEWORK

This chapter provides a conceptual approach to the
Department of Defense's (DOD) ethical environment and the

relationship it has with the commerical marketplace.

A. PREFACE

The American public has become increasingly uneasy in
recent years about the moral and ethical practices of many
Government officials. This new awareness is the result of
a series of disclosures and discoveries made during the past
few years chiefly, although not exclusively, through a number
of Congressional investigating commissions, including those
of the General Accounting Office (GAO).

The Federal Government's budget, now oever $500 billion
annually, is froth with vulnerable areas in which waste,
fraud, abuse and other related white collar crimes have the
potential to exist. According to the GAO, Federal programs
involving grants, contracts, and loan guarantees are exploited
through such means as:

-false claims for benefits and services

-false statements to induce contracts or secure goods or
services

-bribery or corruption of public employees and officials
-false payment claims for goods or services not delivered
-collusion involving contractors [l12:i-vii]

14




The full extent of these illeqal acts against the Government
is unknown. Oftentimes they are hidden within apparently
legitimate transactions and usually go unreported and/or
undetected. The Department of Justice believes that the
incidence of these acts in Federal programs accounts for
anywhere from one to ten percent of the programs total
expenditure [12:i-vii]. This percentage could actually be
higher since both the Department of Defense and the Federal
Bureau of Investigation will not normally investigate white-

collar crimes of less than five thousand dollars [l1].

B. GOVERNMENT ETHICS ENVIRONMENT

Despite these recent disclosures and discoveries, the
general level of conduct on the part of most Government
employees appears to be relatively high. The majority of
them are honest and want to do a good job. As a general
statement, Government employees, expecially those in
acquisition, work extremely hard for far less pay than their
counterparts in private industry. The situation and circum-
stances surrounding the acquisition of Government goods or
services from private industry, are often gquite different
from those experienced by private industry in the procure-
ment of its own needs. Government employees are "private
keepers of the public interest." They are responsible for
the proper expenditure of these funds. Often in their

attempt to do an effective job, i.e., get the best goods or

15




services for the best price, they are bitterly attacked by
1 various interest groups which are seeking to obtain a com-
petitive advantage. These interest groups are often able
to influence Congressional legislators to insure a continua-
tion or at least a share of the Government procurement funds.
] It is not the intention of this thesis to criticize these
various groups, only to point out that such conditions exist
and sometimes affect contracting personnel's desire to make
an effective purchase.
| Interwoven with Congressional legislation to insure
fairness to all interest groups are general statutes and DOD
/ directives and instructions which amplify this desire by
Government to be a fair and an imparial buyer. The standards
of conduct exemplify this desire to be impartial by attempt-
ing to completely eliminate any possibility of a conflict of

interest.

C. THE DOD'S RELATIONSHIP WITH THE COMMERCIAL MARKETPLACE
The DOD contracting officer is placed in situations
daily where he or she must make decisions concerning the
award of contracts to commercial companies. How these
decisions are made is rigidly regulated by a detailed set
of policies and procedures contained in the Defense
Acquisition Regulations (DAR). Although the DAR contains
most every eventuality that may be faced by a contracting

officer, there are still some decisions that must be based

16




on personal knowledge and/or intuition. 1In these situations
the influence brought to bear by an outside private interest
could lead the contracting officer to make decisions in
favor of a specific bidder. It is for this reason, among
others, that the DOD has adopted standards of conduct for
its personnel. The standards of conduct increased the
emphasis placed on conflict of interest and acceptance of
gifts and gratuities because these are the most significant
problem areas DOD employees who deal in procurement circles
have to face.

There is a need for a standards of conduct, or more
basically, a need for a strong moral and ethical foundation
in DOD employees, expecially those assigned to procurement
activities. The reason for this need is obvious; public
interest and the daily expenditure of large amount of public
funds. Sole source procurement is one area where the public
may perceive an apparent conflict of interest violation.

It is difficult for the public to view DOD as an impartial
buyer when contracts for millions of taxpayer's dollars are
going to a single defense contractor. Unless contracting
officers are able to emphatically demonstrate that the
contract negotiations are being conducted at arm's length,
the public will tend to believe that their conduct is less

than ethical.

17




IITI. HISTORICAL BACKGROUND

This chapter presents a chronological background of the 4
developments in the policies, procedures, and regulations
that lead up to the Department of Defense (DOD)} standards of

conduct as they are today.

A. INTRODUCTION

People have attempted to influence and control their
behavior by establishing standards or codes of conduct almost
since the beginning of time. These standards of ethical
behavior have been promulgated in the United States in the
form of Executive orders, Federal laws, Government depart-
ment policies, directives, agency instructions, etc., and
have been provided in both written and unwritten form. The

first and certainly the most lasting set of ethical rules

is the Ten Commandments. These ten laws set forth the basic
behavior and moral climate for man to follow. They are the
foundation for many of the legal statutes that regulate
man's life today and are in the author's opinion the very
basis for the moral code by which man's behavior is measured.
In the past, some of the behavior standards were only
applicable to a limited number of people but nevertheless
had a significant impact on the overall behavior standards.

Such was the case of the standards of conduct developed

18
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during the feudal period by the gallant knights of England.

Their medieval Code of Chivalry prescribing standards of
courage, nobility, fairness, courtesy, respect for women,
protection of the poor, etc., continue to influence the be-
havior and conduct of man even today. Shakespeare once
described these knights as "the mirrow of all courtesy."
This is but one of the many historical examples that could
be cited of man's attempt, both successful and unsuccessful,
to regulat his or her behavior. This, however, sets the
tone for the more recent efforts to prescribe standards for

individual conduct or behavior.

B. LEGISLATIVE/JUDICIAL BACKGROUND: 1800-1950

The first concrete attempt to legislate standards of
conduct in the United States occurred during the mid-1950's.
Prior to this period public morality in federal positions
was, for all intent and purposes, unregulated. The level
of public morality was low and was fed by the political
spoils system. The beneficiaries of the spoils system
regarded their jobs and the various spoils they received
as legitimate rewards for service to the party.

The only means of controlling the party "in office”
prior to 1850 was by the "out of office" party raising a
fuss through the newspapers of the massive corruption going
on in the government. This method was far from successful

and oftentimes only resulted in the "outs" becoming the

19
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"ins" with the same scenario repeated [2:29-30]. This

i Lk 1t -

wasteful system brought an untrained mass of workers and

featherbedders from Cabinet members down to clerks, into

“

the government, with every change in the administration.

In 1853, the Uncompensated Assistance to Claimants Act

e was passed by Congress. This Act prohibited government
employees, other than in the discharge of their duties,

from assisting in any manner, in the prosecution of a claim
against the government. The prohibition applied whether or
not the employees received compensation for their services

to the claimant and also forbid the employee from receiving
any gratuity or interest in a claim in return for assisting
in prosecuting it. The Act, however, failed to cover members
of Congress, who were the principal offenders. It was not

until nine years later, in 1862, that the act was extended

to cover members of Congress. The 1862 extensiocn also made
it illegal for a government employee to render services in
any matter in which the government is a party or is directly
or indirectly interested [2:36-39].

Another statute was passed in 1862 to combat dealings

§ between contract personnel and prospective bidders. This
law entitled, "An Act to Prevent Members of Congress and i
t Officers of the Government of the United States from taking |
Consideration for Procuring Contracts, Office, or Place from
the United States," prohibited a Federal employee from

accepting payment for obtaining a government contract.

20
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Conversely, it penalized any person who made such a payment.
This problem had been a major abuse of government contract
procedures for many years and had been accentuated by in-
creasing contract requirements as a result of the Civil War.
Another problem in addition to public employees assisting
contractors in obtaining government contracts was that many
procurement officials were dealing with companies in which
they had a personal interst or ownership. The Disqualifica-
tion Act of 1963 resolved this problem of personal interest.
It provided that a public employee was prohibited from acting
as an officer or agent for the government, in the transaction
of business with any business or firm of which he is an
officer or in which he has a pecuniary interest [2:41-43].
Another problem in this area was how to handle the post
employment activities of government employees. Two statutes
were enacted by Congress, one in 1872, The Civil Post Employ-
ment Statute, and the other in 1944, The Criminal Post-
Employment Statute. The 1872 Act prohibited, for a period
of two vears after leaving office, any former government
employee from acting as counsel, attorney, or agent in the
prosecution of claims if that claim was pending in any
department during their employment. The substance of the
provision is still contained in Section 99 of Title 5 [4:10].
The 1944 Act, also included the same two year waiting period,
but in addition expanded the Act in three main areas. It

provided a crim .. 1 penalty to the law; it covered all

21
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agencies of the Federal Government, not just "departments;"
and it used, as a test for claims covered, the relationship
between the employee's duties and the claim, not just the
time when the claim became pending [2:50-51].

The final statute of these seven statutes which form
the base for the standards of conduct legislation and regu-
lations that exist today was passed in 1917. Entitled,
“Outsidé Compensation," the provisions of fhe Act were fairly
simple. It prohibited any government employee from receiving

any salary in connection with his government employment from

any non-government source. In addition, it prohibited others
from making any contributions to, or in any way supplementing,
the salary of any government employee for services performed
by him for the government [2:53-55].

The passage of the Civil Service Act in 1883 brought an
end to the period of the political spoils system and estab-
lished in its place a merit system for the recruitment and
retention of Federal employees [20:1056]}. This merit system
provided a foundation for the emergence of a large Federal
Government in the early 1930's as it permitted the hiring
of many unemployed who were victims of the Depression.

It soon became evident to Congress that the verbiage of
legislation prescribing standards of conduct was unable to
resolve the ethical problems being created by the expanding (|
number of full time professional employees. In the pro-

fessional environment the government's standards of conduct

22




had to be of the highest order if the public confidence was

to be maintained in the government.

C. THE PERIOD OF FINAL DEVELOPMENT: 1950-1970

In response to the increased requirement of profession-
alism in the government, Congress, in 1958, passed as a
concurrent Resolution 175, the Code of Ethics for Government
Service (See Appendix B). This Code of Ethics contained ten
provisions, three of which pertain directly to conflict of
interest [20:1072]. These three provisions were aimed pri-
marily at three kinds of misconduct; real or apparent. The
basis for this belief was derived from the following: [2:196]

1. Persons occupying a position inside government must
not be allowed to tamper with the wheels of govern-
ment to the special advantage of themselves or any
entity on the outside in which they have a personal
economic interest.

2. Persons occupying a position inside government must
not be allowed to help an individual or entity on
the outside, where the latter is seeking to make
the wheels of government move in a particular way.

3. Persons occupying a position inside government must
not be allowed to use their office as a source of
power or of confidential information for the pur-
poses of advancing their personal economic interests.

The next significant event in the evolution of government

standards of conduct was the result of a 1961 Supreme Court
decision. The case, United States vs. Mississippi Valley
Generating Company, (better known as Dixon-Yates) is a land-

mark decision in the conflict of interest area. Basically

the case involved a suit against the government by Dixon-Yates
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over the cancellation of a contract. The

Government's defense against thesuit was based on the

grounds that an investment banking officer, acting as a
consultant to the Bureau of the Budget, could have influenced
decisions regarding the financing of the project to the
extent that his employee (the bank) might have derived a
profit. It is interesting to note that the investment
officer's position was fully disclosed and known to the
Government cfficials engaged in the contract negotiations
[2:127-128]. The Supreme Court ruled that:

The basic conflict of interest statute (18 USC 434)
provides that it is a crime, punishable by fine
and/or imprisonment, for a person who while directly
interested in the...profits or contracts of any...
business entity...acts as a ...agent of the US for
the transaction of business with such business

entity. The moral principal upon which the statute
is based has its foundation in the Biblical admoni-
tion that no man may serve two Masters. (Matt. 6:24).
This maxim is especially pertinent if one of the
masters happens to be self-interest. Moreover, the
statute does not specify that there by anvy loss
suffered by the government as a result of the conflict
of the...conflict of interest. This omission indi-
cates that the statute establishes an objective
standard of conduct, and that whenever a government
agent fails to act in accordance with that standard
he is qguilty of violating the statute regardless of
whether there is positive corruption. The statute

is thus directed not only at dishonor, but also at
conduct that tempts dishonor. It is more concerned
with what actually happened. It attempts to prevent
honest government agents from succumbing to tempta-
tion by making it illegal for them to enter into
relationships wwhich are fraught with temptation [15:2].

There were many who disagreed with the Supreme Court decision
and who felt it was unduly severe. Those in disagreement

felt there was no evidence of injury to the public interest,
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especially since the investiment officer's position was
fully disclosed to the government, and therefore the govern-
ment should not have been allowed to cancel the contract
[23:43].

The Dixon-Yates decision established a tough line in
the area of conflict of interest in relationship with govern-
ment. This decision eliminated the need to speculate about
what was the intent of a public official. All that was
necessary was to prove officials had an interest, financial
or otherwise, in the business firm with which they were
dealing. Thus any subjective determination concerning
conflict of interest is removed and the decision becomes
simply an objective one based on the facts of the incident.

In 1961, President Kennedy, shortly after taking office,
made ethical reform as one of the primary goals of his
administration. Kennedy stated, in a speech before Congress,
there is no responsibility of government more fundamental
than the responsibility of maintaining the highest standards
of ethical behavior among those who conduct the public
business [22:611]. The answer to this problem, of course,
is the recruitment of honest people. Since this is not en-
tirely possible it is necessary to have formal regulations
which establish clear policy guidelines, punish venality
and double dealing and set the ethical tone for the conduct
of government business [22:611]. It soon became clear that

the conflict of interest statutes then in effect did not :
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come anywhere near meeting the objectives established by
President Kennedy. The conglomeration of conflict of

interest legislation that had been passed previously.was
conflicting and inadequate for enforcement purposes and

did not establish the guidance for the high ethical standards
that were being demanded or expected from government employees.
As a result of this inadequacy and in keeping with the goals
of the Kennedy Administration,Public Law 87-849 was passed

by Congress in 1962.

This new law took the laws that had been codified under
Section 18, U.S. Code and created a new chapter covering
Bribery, Graft and Conflict of Interest. The old chapter
of the code was revised, reorganized, and new sections were
added to create a more manageable and meaningful chapter on
ethical conduct. With the new emphasis on conflict of
interest, the law gave enforcement personnel a whole set of
legal weapons with which to deal with the standards of
conduct violations. But more importantly, the law stated
a code of ethical standards for government instructions or
documents that would establish specific ethical standards
[4:15].

The next significant event dealing with the standards
of conduct occurred during the administration of President
Lyndon B. Johnson. Executive Order 11222, prescribing
Standards for Ethical Conduct for Government Officers and

Employees was released by the White House on May 10, 1965.
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This order incorporated the provisions of PL 87-849, the
concurrent congressional resolutions and additional recom-
mendations from a 1960 study prepared by the New York Bar
Association. The executive order was applicable to every
individual officer, employee and advisor of the Executive
Branch of the government. It was considerably more strict
than anything prevailing in the Legislative or Judicial
branches of the government and clearly established standards
of conduct relating to:

1. Acceptance of gifts, favors, entertainment, loans
or any other thing of monetary value

2. Use of public office for private gain

3. Giving preferential treatment to any organization
or person

4. Impeding government efficiency or economy
5. Losing complete independence or impartiality of action

6. Making government decisions outside of official
channels

7. Actions affecting the confidences of the public or
integrity of the government [10:1]

This executive order also established requirements for
government employees in high paying positions to submit
personal statements of financial interests. Authority to
enforce this order within the Executive Branch was given
to the Civil Service Commission (CSC). The authority
granted the CSC included the power to check on compliance
by the agencies and their employees. Although this was not

the first executive order issued prescribing standards of
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conduct for government employees it was the first to
accomplish the following:
1. The executive order was made applicable to all

government employees in all departments and agencies
of the Executive Branch.

2. The order tied together all phases of ethical conduct
t for government employees.

3. The order gave enforcement responsibilities for the
Executive Branch to a single agency.

4. It instituted the financial reporting requirement for
top government officials [23:64].

These were major improvements in the\much discussed and over-
regulated area of ethical conduct.

In accordance with the requirements of Executive Order
11222 the Department of Defense (DOD) began revising its

DOD Directive 5500.7, Standards of Conduct. This directive

had been initially issued in 1963 following the passage of
PL 87-849 called the "Freedom of Information Act." The
revised directive, including the provisions of President
Johnson's Executive Order first appeared in March 1966 and
was again revised in August 1967.

On July 4, 1966, Congress enacted a statute which was

3 to have, and still has, significant impact on the standards
; of conduct. Public Law 89-487 provided a means for any
member of the general public to obtain Executive Department

records. The "Freedom of Information Act” (FOI) superseded

a prior statute (5 USC 1002) which, although it had been

established for the same purpose in 1946, had allowed the
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government to impede rather than promote the public access
to Executive Department records [18:909].

The 1946 law, which was replaced by FOI, allowed each
agency in the Executive Department to withhold information
from the public if in the agency's view it was in the "public
interest,"” "good cause shown" or that the member «f the
public was not "properly or directly concerned."” Even if
the agency's decision was not based on any justifiable
reason for withholding, those seeking the information had no
remedy to force the agency into disclosure.

The FOI and the prior statute placed a significant
impact on the procurement process, and especially the
standards of conduct, since it provided a public view of
the process through the agency's records. Under the 1946
Act, the National Science Foudnation (NSF) refused to
disclose to the public the manner in which the contractor
who was awarded the multi-million dollar Project Mohole was
chosen. NSF said it was not "in the public interest" to
disclose how the contract was awarded. It was only after
strong Congressional and White House pressure did NSF
disclose that the low bidder had not received theaward
and that cost had no relationship to the contractor
selection. As a result of this revelation, NSF came under
considerable criticism and embarrassment [18:911].

The FOI was Congress' attempt to obtain a balance

between what the public had a right to know and the
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government's need to keep certain information in confidence
to the extent necessary without allowing indiscriminate
secrecy. Where before, disclosure was the exception under
the 1946 Act; disclosure was now the rule under the FOI Act,
to be denied only by such compelling consideration as pro-
vided for in the exemptions of this Act. To achieve this
goal the AOI Act of 1966 intreduced the following changes:

1. The prior statute included an eligibility test to

determine who was entitled access to the records. The FOI
made this information available to "anyone" who requested it.
2. In lieu of the ambiguous phrases "in the public
interest," "good cause shown," and “the public was not
properly or directly concerned,” the FOI established none
specifically defined categories of records/information
which could be exempted from public disclosure. They were:
a. Matters specifically required by Executive Order
to be kept secret in the interest of the national

defense or foreign policy.

b. Matters related solely to the internal personnel
rules and practices of an agency.

c. Items specifically exempt from disclosure by
statutes.

d. Matters that are trade secrets and commercial
or financial information obtained from a person
and privileged or confidential.

which would not be available by law to a party
other than an agency in litigation with the
agency.

e. Inter- or intra-agency memoranda or letters 1

f. Personnel and medical files and similar files
the disclosure of which would constitute un-
warranted invasion of personal privacy.
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Investigating files compiled for law enforcement
purposes except to the extent available by law

to a party other than an agency.

h. Matters contained in or related to examination,
operation, or condition reports prepared by, on
behalf of, or for the use of, an agency responsi-
ble for the regulation or supervision of finan-
cial institutions.

1 i, Geological and geophysical information and data,
including maps, concerning wells.

3. Finally, the FOI Act provided for a judicial review
of an agency's refusal to disclose, with the burden to sustain
it's nondisclosure action placed on the agency.

The DOD Directive 5500.7 is significant in the chain of
regulations on the subject of standards of conduct. Due to
DOD's dominant role in Federal procurement, the sections of
the directive dealing with gratuities and conflict of interest
were developed in greater details than in those regulations
issued by other agencies [4:17]. The DOD Directive also
extended the requirement for filing the financial disclosures

statement to the following employees.

1. Certain employees on the executive schedule.
2. Members of the Armed Services Board of Contract Appeals.

3. GS-13 or above and military in the rank of Lieutenant
Colonel, Commander, or above, whose duties involve
making decisions on taking action in regard to ad-
ministering or monitoring grants or subsidies;
executing or approving the award of contracts;
auditing private or other non-Federal enterprises or
other activities which the final decision or action
has significant impact on the interest of any non-
Federal enterprise ([8:14].

The DOD Directive in other sections covers the same subject
areas as the Executive Order only in considerably more detail.
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The directive is applicable to all military and civilian
personnel in all offices, agencies and departments of DOD.
On February 3, 1967, the then Deputy Secretary of Defense
W. P. Clemens, Jr., made this statement before the Joint
Congressional Committee on Defense Production in which he
summarized the content of this directive and emphasized its
importance:

The DOD directive goes beyond the statutes that
restrict criminal activity by providing strong
ethical guidance to all of the Department of
Defense one million civilian and two million
military personnel. As ethical guidance it
provides the parameters of official and personal
activity which all department personnel must meet
in order to perform the national defense mission
in a manner that protects the interests of the
taxpayer while insuring the national security.
[4:22]

D. DEVELOPMENTS IN THE PAST TEN YEARS

In 1970 the disclosure that defense contractors had
treated DOD employees to hunting trips brought renewed
criticism to DOD's standards of conduct. Donald Rumsfeld,
then Secretary of Defense said,

I can think of few things more damaging and dis-

tracting from the very significant, fundamental

issue of maintaining a strong defense than to

have the kind of articles and stories and reve-

lations about the people not conducting themselves

in a way that is clearly proper and above suspi-

cion. [3:40]

As in the case of other disclosures, an immediate investi-

gation of the hunting trip episode was initiated by DOD.

The investigation brought to light the fact that as many as

150 Admirals, Generals and other high ranking civilians may

T TR RTINS R TR
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have participated in the hunting trips, all at the expense

of the defense contractors. Again, as in the case of in-

vestigations results following disclosures to the public,

DOD took immediate corrective action. DOD's action was to

further define the DOD standards of conduct. This redefining
. was implemented in November 1975 by a change to DOD Directive

5500.7. This change to the DOD directive removed two excep-

tions to the rules covering acceptance of gratuities from

that which was allowed to that which is prohibited. The DOD
; directive prohibited:

1. Customary exchange of social amenities between
personal friends and relations motivated by such
relationships and extended on a personal basis.

2. Transactions between the among relatives which
are personal and consistent with the relationships.
[8:7].

‘ : According to the investigation, arceptance of the hunting
lodge invitations had been rationalized by use of the above
two exceptions. Although the purpose of deleting the above

exceptions was to require DOD personnel to exercise a higher

degree of care in their relations with employees of defense

e e T ¥

contractors, the actual results, however, were far different.
The change prohibited the innocent exchange of normal ameni-
ties with relatives and bona fide personal friends who
happen to be associated with a defense contractor. The
impact of this rule as it applied to gratuities was investi-
gated by a Tri-Service Committee on Standards of Conduct.

The committee found that:
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Because it is not realistic to expect that personnel
actually will abandon their customary relations with
their kin and long time close friends, this prohibi-
tion has left personnel without approved guidelines
by which to gauge the permissable limits of such
relations. This would appear to have the probable
practical effect of encouraging individuals to deal
with resultant dilemmas by devising personal guide-
lines which would nearly inevitably vioclate the
literal language of that provision. An important
implication is that if personnel perceive that if
exact compliance with one provision of the Directive
is not possible...they might well conclude that it
is also permissible to deviate from the directive in
other respects. [4:24]

As a result of the committee's recommendation the follow-

paragraph is now included in DOD Directive 5500.7:

Customary exchange of social amenities between per-
sonal friends and relatives when motivated by such
relationship and extended on a personal basis (is
acceptable.) [8:7]

In addition to the change in the standards of conduct

directives, the DOD on October 22, 1975, sent letters to

36 military officers and four civilian officials in the

Pentagon admonishing them for their "lack of judgment" in

accepting similar hunting invitations from defense con-

tractors.

any further such invitations, the letter went on to state:

his campaign pledge to the American people,

All Defense Department personnel are guardians of
public trust and as such, must conduct themselves in
such a manner that will insure that the public has
confidence in the integrity of the government. To
maintain the public trust the relationship with
Defense contractors must be above reproach and must
demonstrate impartiality and objectivity in all
dealings with contractors. [16:10]

In 1977 President Jimmy Carter in attempting to fulfill
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confidence of the American people in their own government,"

set out to establish the toughest guidelines concerning

conflict of interest. The guidelines carried three basic

areas: public disclosure of financial assets, divestiture

of assets that could involve possible conflict of interest,
! and restrictions on employment after the employee left

government service [17:578].

Although President Carter's proposal was only directed
at Executive Department officials, that is, political
appointees, both the Senate and the House of Representatives
were working separately on different ideas on the same
subject. The Senate passed a measure (S555) which would
require financial disclosures from government employees

holding posts within all three branches of government [17:578].

The House of Representatives proposed four bills which covered
much of the same disclosure ground as S555 but came from
different committees. The Judiciary Committee proposed HR 1
which covered financial disclosure and conflicts of interest
for Executive and Judicial Branch employees. HR 7401 was

proposed by the Select Ethics Committee. This proposal was

basically the same as the then disclosure provisions of

the House Ethics Code but with civil and criminal sanctions

added. HR 6954 was an administrative proposal which

covered only the Executive Branch employees. This proposal

was made by the House Post Office and Civil Service Committee

Y

and the Armed Services Committee. The final proposal, HR 9705,
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came from the Judiciary Subcommittee. It proposed a special
prosecutor be appointed to investigate conflicts of interest

(17:584].

After much discussion and reviews of the various proposals,
the final result was the Ethics in Government Act, Public Law
95-521 which was signed into law by President Carter on

October 26, 1978 [7:184]}.

E. ETHICS IN GOVERNMENT ACT - PUBLIC LAW 95-521
PL 95-521, according to President Carter, "responds to
the problems that developed in the highest levels of govern-
ment in the 1970's" [5:835]. The major provisions of PL 95-521
provided for the following:
1. Requires each member of the Executive, Legislative,
and Judicial branch of Government who is compensated
at a rate equal to or more than the paid rate for
grade GS-16 and each military officer rated at 0-7

or higher to file an annual financial disclosure
statement which would include:

a. Sources of income, gifts, and reimbursements

b. Identity and approximate value of property held
and liabilities owed.

c. Transactions in property, commodities and
securities.

d. Certain financial interests of a spouse or a
dependent.

2. Authorizes the Attorney General to bring civil actions
against individuals who knowingly and willfully
falsify or fail to file or report the specified
information required. Penalities assumed against
such individuals shall not exceed $5,000.
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Requires that these financial disclosures will be
made generally available to the public, with specific
exceptions for certain individuals involved in
intelligence activities.

Permits the President to require officers and employees
in the Executive Branch "only," not covered under
PL 95-521, to submit confidential reports.

Establishes in the Office of Personnel Management

the Office of Government Ethics, with a director to
Le appointed by the President, by and with the advice
and consent of the Senate.

Extends from one to two years the period of prohibi-

tion on appearances before an agency by former Federal
employees or officials or commissioned officers in the
uniformed services at the specified salary levels on
matters that were under such persons' responsibilities.
Include within such prohibition informal as well as
formal contacts. Prohibits formal and informal
contacts with such agencies by former employees on
other matters for a period of one year after the end
of such employment. Exempted from this prohibition
are:

a. Scientific personnel, if their communication is
solely to furnish scientific and technical infor-
mation.

b. Persons in specified positions designated by the
Director of the Office of Government Ethics.

Enumerates the authority and duties of a special
prosecutor. Authorizes the special prosecutor to
make public or send to Congress any statements or
reports on his activities as special prosecutor he
deems appropriate.

Provides a procedure whereby only specified Members
of Congress can request that a special prosecutor
may only be removed from office by impeachment and
conviction, or by the Attorney General for extra-
ordinary improperties, physical disability, mental
incapacity, or any other condition that substantially
impairs performance [7:184-185].

Although PL 95-521 would not become effective until July 1,

1979, major alarms were sounded at the Department of Health,

37




Education and Welfare (HEW), DOD, the National Science

Foundation, and the Securities and Exchange commission,
with muted moans from the Office of Management and Budget
[19:10]. Causing the greatest concern were two provisions
of the Ethics in Government Act that:

1. Prevented ex-officials (GS-17 and above, 0-7 and
above) from contacting their former agencies about
any matter, regardless of whether or not they had
direct responsibility for it in Government, for a
period of one year after resigning.

2. Prohibited these ex-officials for two years after
leaving Government service from "assisting in
representing" another person before their previous
agency on matters they dealt with as Federal
employees [9:543].

The basis for their concern is shown in the following
example. For two years former DOD contracting officers
could not advise in any negotiations on a contract pending
before DOD if they had once presided "on the other side of
the table"” on a similar contract with this company.

Prompted by fears of a large exodus of high-level Federal
officials prior to July 1, 1979, when PL 95-521 would become
effective and by Government critics who stated that such
restrictions would deter talented people from entering
Government service, President Carter signed into law PL 96-28
on June 22, 1979. PL 96-28 provides the following changes
to the Ethics in Government Act:

1. Limited automatic coverage of the post-employment
curbs to executive level civilian employees and
military officers in grades 0-9 and above. Deci-
sions on which positions to cover at the GS-17
and GS-18 level, in the Federal Senior Executive

Service and in military grades of 0-7 and 0-8 would
be up to the Office of Government Ethics.
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2. Clarified language in PL 95-521 on the two-year ban
on "assisting in representing.” The ban would apply
solely to those matters that a person participated
in "personally and substantially."”

3. Allowed former official to advise lawyers, colleagues
and others representing his new employer before his
cld agency. The assisting in representing ban would
only apply to personal appearances by the ex-official
before his old agency.

4. Exempt those in educational and other nonprofit fields
from the no contact provision [9:543-545].

F. SUMMARY .

The standards of conduct currently regulating ethical be-

rd

havior” of Government employees have been developed down through
the years through a combination of legal statutes, Congres-
sional legislation, Presidential Executive Orders and depart-
mental regulations all enhanced or tempered by the existing
mores of society. The result has been a set of standards
that provides guidance in all areas of ethical behavior to
be used by Government employees in the establishment of their
personal and professional behavior. The question now at hand

is whether the current standards and supporting regulations

have become too complex and technical to be useful to such

an extent that they are practically ignored.




IV. ANALYSIS OF THE DEPARTMENT OF DEFENSE'S STANDARDS OF
CONDUCT

This chapter provides a general analysis.of DOD's standards
of conduct as it relates to Government procurement. It will
examine the need for standards of conduct in procurement;
whether the DOD's standards are meeting these needs; and

discuss various changes that perhaps could or should be made.

A. DISCUSSION OF THE NEEDS FOR A STANDARDS OF CONDUCT

The legal structure of a given society expresses the specific
and concrete acts to which citizens are obliged for the support
and furtherance of basic social institutions which society
as a whole has accepted [6:161l]. These laws become standards
or guides to which the society agrees to conform. It is a
basic characteristic of society to seek some rules of conduct
which will translate its ideals into concrete expressions in
the order of everyday living. Every society needs some system
of beliefs, an organized set of ideas around which emotion
and purpose may gather [6:vii]. It is from this set of
ideas, this order of everyday living that the standards of
conduct are born.

DOD's standards of conduct are, likewise, a set of ideals
by which DOD attempts to maintain an order in its day-to-day
operation. These standards are necessary in order to
preserve the public interest, maintain the public trust and
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protect the expenditures of public funds. There is an under-
lying philosophy behind the standards which are as important
to Government personnel as are the policies and procedures
that regulate their daily effort. This philosophy may be
simply stated: All Government employees whose duties involve
dealing with industry must maintain higher standards of
conduct_than those found in civilian business since theirs
is a position of trust and responsibility. 1In order to
maintain this trust and fulfill this responsibility, the
author contends that there must be strong ethical standards
to guide and support the Government employee.
B. PROBLEMS IN PROCUREMENT AS THEY RELATE TO THE STANDARDS

OF CONDUCT

One of the purposes of the standards of conduct as they
relate to procurement is to prevent the influence of outside
private interests on the contracting officer's award of a
contract. Reports of violations of this type are very
popular newspaper and magazine sellers. The hunting lodge
incident, discussed in Chapter II11, is a perfect example of
a standards of conduct violation. Although Jack Anderson's
column will periodically report on DOD violations of the
standards of conduct by DOD, for the most part, those DOD
personnel involved are not always in direct procurement per
se [21].

In an effort to determine the involvement of DOD procure-

ment personnel in standards of conduct violations, a search
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was conducted of decisions of the Armed Services Board of

i Contract Appeals from 1969 to 1979. The result of this
search provided very little information that indicated DOD
procurement personnel violated DOD's standards of conduct.
Most of the information obtained related to violations of
the conflict of interest laws by retired military personnel.
Interviews conducted with representatives of the Judge
Advocate General revealed that few, if any, legal cases and
decisions could be found dealing with standards of conduct
violations. It is not that the violations do not exist,
rather, when Government employees are involved in a viola-
tion they are usually allowed to resign or retire rather

than be prosecuted [21].

In the last few years, the only known standards of
conduct violations where Government personnel have been tried
and prosecuted are in the nonappropriated funds area. In
April 1978 several Army and Air Force Exchange Service
(AAFES) employees and vendors' representatives were fined
and given prison sentences in a payment kickback scheme
[13:9]. GAO has, however, stated in several audit reports

that in the appropriated fund area where defense agencies

have awarded consulting service contracts, there was an
appearance of a conflict of interest [14:21]. According to
P a Judge Advocate General representative, there appears to
be a misapprehension on what GAO feels the conflict of

interest laws state. The common examples given by GAO of
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conflict of interest violations are of retired military
officers going to work for a defense contractor irrespective
of their position. If the GAO feels this way, it is easy

to understand why there are misleading press reports and

) other allegations that would appear that there are a lot of

conflict of interest violations in DOD [21].

C. ARE THE STANDARDS MEETING THE NEEDS OF DOD?
It appears from the searches and interviews conducted
! with the Federal Bureau of Investigation, the Office of
Government Ethics and the Office of the Judge Advocate
General (JAG) that few, if any, serious violations of the

standards of conduct are linked to DOD procurement personnel.

The standards appear to be meeting the needs of DOD. Although
the laws in this area are still complex, a JAG representative
has noticed an increase in the number of Government agencies
asking for advice prior to an action in order to follow the
intent of the standards [21]. The Government is stressing
ethical behavior as exemplified by the Ethics in Government
Act of 1978 and it appears that Government employees are

being supportive. With the possible exception of the non-

appropriated fund there has been no serious violation in DOD
procurement that has been prosecuted in over two years

1» according to JAG and the Office of Government Ethics [11:21].
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D. SHOULD THE STANDARDS BE CHANGED?
DOD is unique in its awareness of the risks and responsi-~

: bilities in the administration of multibillion dollar procure-
ment programs. This sensitivity takes the form of specific
restraints on conflict of interest and other rules for

; ' ethical conduct. DOD is serious about maintaining superior

ethical conduct and based on the author's research and

intervieéws it is doing an excellent job. Personnel familiar

with the operations of DOD procurement will find that the

actual risks of abuse are today very small for the reason

that DOD procurement personnel are strongly committed to high

ethical standards. The only imperfection noted in the

standards, or rather in the dissemination of the information

in the standards is found in DOD 5500.7 XIII A:
New DOD personnel will be informed of the standards
of conduct upon employment or entry on duty. These
standards of conduct will also be brought to the
attention of all DOD personnel at least semi-annually
thereafter.
Nowhere 1in the Directive does it state that DOD personnel
will be trained or at least acquainted with some of the
rules of conduct and responsibility found in the directive.

Based on the research and interviews conducted, the

information contained in the standards of conduct is presently
sufficient and does not need to be changed. There is, how-
ever, a need for better dissemination of the information it

contains. DOD procurement personnel are professionals and

as professionals they should be trained in all aspects of

44




their jobs and the responsibilities of their position. It

is for this reason that a Study Guide in Ethics and Standards
of Conduct has been developed and can be found in the next

chapter.

E. SUMMARY

The adequacy of DOD's standards of conduct in preventing
conflict of interest violations is the question being addressed
in this research paper. Information presented substantiates
the fact that the standards of conduct, as presently contained
in current regulations, provides the necessary guidance to
procurement personnel to prevent conflict of interest viola-
tions from developing.

In conducting research on the basic question it has been

determined that although the standards of conduct themselves
are adequate, there is a need to continue to maintain high
ethical standards now found in DOD employees as a result of
these standards. To meet this need a study guide has been
developed to amplify the standards to make them more relevant

to the ethical situations found in Government procurement.

ER .
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V.

STUDY GUIDE OF ETHICS AND STANDARDS OF CONDUCT

LEADER's GUIDE
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I. INTRODUCTION

This "Leader's Guide" has been developed to assist you
in conducting training in employee responsibilities in the
areas of ethics and standards of conduct. This material
has been designed to not require a professional instructor
for its presentation. Any supervisor knowledgeable in the
area of ethics and standards of conduct should be capable
of conducting a class after review and study of this guide.
Review of SECNAVINST 5370.2G entitled, Standards of Conduct,
and DOD Directive 5500.7 entitled, Standards of Conduct, is
required.

This program has been designed to be expanded, by use

of case problems, to fit the needs of all employees. The

basic program can be presented in approximately two hours.

o With the addition of case problems and group discussions,
the program can be expanded to as much as five hours. Some
of the later exercises relate to certain groups of employees
only and are not applicable for everyone. You should select
the appropriate material to discuss in accordance with the
time available for training.

Although this program is for the primary use of procure-
ment personnel, the problem of conflict of interest also
arises in the involvement of other DOD employees; technical,

engineering, auditors, and other personnel who do not conduct
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DOD contracting functions directly with the contractor.
These personnel have the potential to exert significant
influence in the selection of a contractor. It is for this
reason that these persconnel should also be invited to attend
these training sessions.

The presentation consists of the following components
which should normally be presented in the listed sequence.

Basic Program Time Requirement

1. Opening Comments by Office
Supervisor 5 minutes

2. True/False Tests (2 sets) 15 minutes

3. Ethics and Standards of
Conduct Lecture

a. Acceptance of Gratuities
and Favors 30 minutes

b. Conflict of Interest In-

cluding Outside and Post

Government Employment 30 minutes
c. Actual Versus Appearance 15 minutes
d. Confidential Statement of

Affiliations and Financial

Interest, DD Form 1555 15 minutes

4., Discussion of True/False Answers 10 minutes to
1 hour

5. Closing Comments by Office
Supervisor 5 minutes
One may not feel that every exercise relates directly
to a particular group. While there was an attempt to
design these exercises so that they would be applicable to

most procurement situations, it is impossible to account
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for all individual differences. As a result, one should

select only those exercises that fits best into the particu-
lar work situation.

The discussiqns generated should provide the participants
with the opportumity to exchange ideaz on employees' ethics

v
and conduct. It is important to point out, however, that
many of the questions raised in the exercise material do not
have abéolute "right" or "wrong" answers. The problems and
case studies described in the exercises have been created
around specific situations, many of which do not relate
directly to a particular regulation, because of this only
the "best possible" or "most probable" solution is suggested
in this guide. This should be mentioned early in the pre-
sentation and repeated asjoften as it is necessary. As the
groups proceed through thé exercises, the leader should
make a special efforc to encourage free discussion by not
forcing his or her own ideas on any of the participants.

As the leader you are considered to be an expert in
conduct and ethics problems and as such, can certainly
expect éome difficult questions to surface which might be
difficult to give an extemporaneous answer. It is recom-
mended that these questions be written down and forwarded
to the level or area with the capability of answering.

Upon receipt of the answer it is an excellent policy to

provide a written answer to the concerned individual.

It is mandatory that you as leader have reviewed both DOD
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Directive 5500.7 and SECNAVINST 5370.2G and be able to

satisfactorily answer the majority of the questions.

The exercises in this study guide have been designed to

help the participants:

1.

2.

Sharpen their understanding of pertinent regulations
in regard to ethics and standards of conduct.

Attempt to clarify various actions and activities
which are considered permissible or non-permissible
under present Department of Defense and Department
of the Navy regqulations.

Exchange ideas on a wide variety of specific issues,
including:

a. Conflicts of interest, including outside and
post government employment.

b. Acceptance of gratuities and favors
c. Actual versus appearance of an action/activity

d. "Confidential Statement of Affiliations and
Financial Interests," DD Form 1555.
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IT. GENERAL PREPARATIONS

Before conducting these training exercises, it is im-
portant that the leader is adequately prepared. In order
to do this, the following is a recommended checklist:

1. Read through this Leader's Guide to fully acquaint

yourself with the material it contains. Review all exercises
in detail.

2. Reprocduce one copy of the True/False Test for each
participant. Check your training equipment to ensure proper
operation of equipment and adequate facility arrangements.

3. Before training activities begin, arrange the meeting

room so that three to six participants can sit comfeortably

1 around separate tables. Since team discussion is essential
during the training exercises, tables that can accommodate
three to six participants provide the b est seating arrange-~ |
ments. If tables are not available it is recommended that
chairs be arranged in small circles. The teams should be
arranged in a semi-circle or horseshoe configuration so
that as many participants as possible can direct their
attention to the front of the room during presentation and
summaries of these exercises.

4. Note paper and a pencil/pen should be provided for
each one.

5. A flipchart or blackboard will be needed for sum-
marizing decisions made on each exercise or case and for
noting other pertinent information.
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6. As part of the advance preparation, select those
exercises that will best pertain to the different groups of
individuals. The best approach is to review the Leader's
Guide and the training exercises, as well as other materials
that would be pertinent to this program. Use current events
or past experiences if they are applicable. Arrange the
material in such a manner as to provide convenient places to
divide fhe exercises to provide a coffee break.

7. It is strongly recommended that prior to participat-
ing in these training exercises that each employee be asked
to review, if not study in detail, the information provided
in SECNAVINST 5370.2G and DOD Directive 5500.7. Copies of
these can be found in Appendices A and B. Since many of the
exercises and cases are based on information contained in
these regulations, participants will be better prepared to
make decisions involved in these exercises if they have had
a review of the regulations.

8. Although this Leader's Guide is set up to instruct
any number of teams, the optimum number of groups that any
one leader should handle is about two or three teams of
three to five participants. 1In establishing the size and
composition of the teams, the following guidelines might
prove useful.

a. Teams of five members are best, but depending on
the room available, the teams may be larger or smaller. It

is best to keep the size of the teams approximately the same.
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b. To the extent possible, separate people who work
closely with each other.
c. Try to avoid seating two people together at the
same table if one reports directly to the other.
' d. Very outspoken people should be seated together
| so they do not dominate their respective groups. However,
at the same time attempt to arrange one or two members who
can guide the team to a meaningful discussion.

e. Diversity of background in a team is usually

preferable to homogeneity.




List of Required Supplies

Supply of True/False Tests
Supply of Case Studies
X Notebook Paper
Pencils/Pens
- Flipchart or Blackboard i
Marking Pens or Chalk .
| Copies of SECNAVINST 5370.2G
| Copies of DOD Directive 5500.7

Copies of Applicable Local Instructions/Notices
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III. GENERAL INSTRUCTIONS RELATING TO THE OPENING AND CLOSING
OF THE TRAINING PROGRAM

It is strongly recommended that the Contracting Officer
' or Department Head introduce the program and the course leader.
In this introduction the Contracting Officer or Department
Head should briefly cover the following items:

{ 1. Both the activity's and his own personal position on
: .ethics and standards of conduct.

2. Bring out special problems that might apply within
the activity.

3. State the ethics training policy within the activity.
Explain the purpose for this training program.

e s

Immediately following these remarks, the leader should
| introduce the program covering the following areas:

1. Brief outline of what is to be covered.

L 2. Explain what is to be expected or each member.

3. Attempt to stimulate the member's interest in the
training program.

Following the leader's remarks, proceed into the True/False
Test. The test has been designed to test the students general

knowledge of the standards of conduct.
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IV. GENERAL INSTRUCTIONS CONCERNING TRUE/FALSE TEST

The material covered in the True/False Test is designed
as an early presentation of the course material in order to
create an awareness of the problems involved in ethics and

' standards of conduct. It is important to stress to the
students that this is simply a self-test and not a recorded
test. ;f a student completes the test without missing a

3 question, he or she should be excused from the training and

a notation should be placed in the training file indicating

he or she has demonstrated satisfactory knowledge of the

standards by a perfect score on the exam.

Upon completion of the true/false test, a discussion of

the answers should be conducted. Those areas where the
students did well will need little, if any, training. The
length of the discussion period must be controlled to allow

| adequate time for training in those areas where the students

: were weak.

The true/false test covers most of the material in the

training. Development of specific true/false questions to
highlight special cases applicable to the activity or training

group is highly recommended.
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V. GENERAL DISCUESION FOR SMALL GROUP DISCUSSIONS

The success of this section depends, to some extent, on
the leader's ability to oversee the discussions. The leader
must be familiar with the various exercises and cases explained
in the sessions so that they can be discussed intelligently
with the students. More importantly, he or she should have
a thorough understanding of the applicable instructions and
directives and should be able to discuss the major point of
the regulations and some of their hidden meanings.

Beyond this, the leader's function in these cases is
primarily one of a facilitator who clarifies procedural
problems and serves as a moderator for intergroup comparisons.
The leader must be careful to not allow the groups to single
out an individual for attack and must stress that the standards
have a procedure for reporting standards of conduct violations
(DOD 5500.7 XIV) and that during a group discussion is neither
the time nor place. In addition, the role will be to assure
that each group comes to a specific conclusions about each

case and then to explore with the groups how their decisions

relate to the "most probable" interpretation of SECNAVINST

5370.2G and DOD Directive 5500.7 on ethics and standards of

conduct.
The major function of the leader during this portion of

‘ the training will include:




1. Monitoring group activities for information which
will be useful later in group comparisons of the
conclusions reached.

2. Answering questions raised by the participants and
working with individuals or teams who experience
temporary difficulties.

3. Drawing specific conclusions from each case by allow-
ing the teams to offer their points of view and by
relating them to the specific instruction or directive.

In addition to these tasks, it is important that, as much
I as possible, that the director acts as a discussion leader
and not as an instructor. This allows the ideas to flow
from the various groups which perhaps would be stifled if
the leader acted as an instructor during the phase of the
training.

The following pointers are intended primarily for those
FE people who are going to be responsible for conducting the

training and who have not had experience in working with

small group case study exercises.

1. Encourage participants to contribute to their team
discussions. If some are reluctant to do so, attempt to
help them become part of the discussion by joining their

groups and drawing them into the discussion.

2. Whenever possible, relate the discussion to the
specific situations within the activity or command with which
members of the groups are familiar.

3. Toss questions raised by participants to all the
groups for discussion. Attempt to allow the groups to feel

free to reach their own respective conclusions.
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4. After the case studies, it is helpful to provide a

short lecture period to cover the material which will be

1 discussed in the case study. It is important not to lecture
on any subject for more than thirty minutes, no matter how
interesting the lecture is, as it might be difficult to keep
% the full attention of the participants. It is more desirable
to intersperse the lecture with questions so that the parti-
cipants ‘can become involved in a particular topic rather

1 than passively listening to an extended talk.

i 5. As the lecture beings, attempt to briefly outline

V the material to be discussed and as frequently as necessary,
summarize, or request that a participant summarize key

lecture points. Whenever possible, relate guestions to

specific sections of the SECNAVINST 5370.26 or DOD Directive
5500.7.
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VI. SPECIFIC GUIDELINES FOR CONDUCTING TRAINING EXERCISES

This section of the Leader's Guide contains notes and
suggestions on how to conduct specific workshop exercises.
There is a space left to add any notes the leader feels
would help improve upon the comments and suggestions offered.
Specific references may also be added to support some of the
points of view offered for certain exercises discussed in
this portion of the guide. 1In addition, target times may
also be added to serve as a vardstick to assure that all

material is covered in the time scheduled for completion.
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VII. GENERAL OUTLINE FOR LEADER'S INTRODUCTION TC THE
TRAINING COURSE

This program is designed to acquaint Government employees
with some of the rules of conduct and personal responsibilities
which govern every person in DOD, both civilian and military.
The governing rules are found in DOD Directive 5500.7 which
has been implemented in the Navy by SECNAVINST 5370.2G. Each
student will receive a copy of these instructions (Appendices
A and B) to read and understand. The majority of the informa-
tion covered in this training will come from this instruction.
As the student progresses through the sessions, it is important

to remember that the training should be both in information

and enjoyable.

As citizens all personnel have certain controls under
which they must operate as members of a civilized society:
obeying local, state, and national laws of the land, paying
our taxes and sharing general responsibility for the welfare
of our families.

As Government employees, there are special requirements
by which all must abide. As keepers of the public interest
and funds, it is important to maintain high standards of
ethics and conduct. As Government employees, conduct on
and off the job reflects both on the individual and the

Government.
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During training sessions it will be impossible to cover
every aspect of the Standards of Conduct instruction; however,
the training will attempt to identify some of the more common
situations Government employees may find themselves in.

The purpose of this training is based on the requirement
that every Government employee, both military and civilian,

is required to be familiar with the contents, prohibitions,

and requirements contained in this instruction. In addition,
every Government employee must review the contents of this
instruction every six months to ~=nsure familiarity and com-

H pliance with the instructions. As such, it is felt that by
reviewing pertinent sections of the instruction and jointly

L discussing various case studies that the procurement agents

of the DOD will have a better grasp of the requirements since
responsibilities bring them into day-to-day contact with its
requirements. Additionally, as "Keepers of the Public Trust”
they have a responsibility to the American peocple to care
for their taxes and trust.

The traini£§ will be divided into four major areas: 1

1. Acceptance of gratuities and favors

2. Conflicts of interest, including outside and post
Government employment

3. Actual versus appearance of an action/activity

E 4. DD Form 1555, "Confidential Statement of Affiliations ]
' and Financial Interests" (Optional). i

Transparency masters have been provided in Appendix A 5

for use in the training sessions. These masters ccntain
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the basic information required in the course and are a

useful teaching aid.
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ACCEPTANCE OF GRATUITIES AND FAVORS

A. OBJECTIVES

1. To point out DOD's position on soliciting or
accepting gratuities or favors.

2. To provide a check list on which to base whether a
gratuity or favor being offered is illegal.
B. GRATﬁITIES AND FAVORS

Although no rules have ever been legislated prohibiting
social contact between Government employees and business
representatives, the acceptance of entertainment, gifts, or
favors between the two groups has been.

(Transparency #1)

Executive Order 11222, which has been implemented in DOD
Directive 5500.7, prohibits any Government employees from
soliciting or accepting, directly or indirectly, anything
of monetary value from any person, corporation, or group
which:

1. Has, or is seeking to obtain, contractual or other
business with his agency.

2. Conducts operations or activities that are regulated
by his agency.

3. Has interests that may be substantially affected by
the performance or nonperformance of his official duties.

Remember, it is often difficult to determine when a

gratuity is an illegal gift from that of an innocent social
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favor. 1In order to avoid this problem each situation should
be tested against the following criteria for an illegal
gratuity:
(Transparency #2)

1. Does this situation involve using a public office
for a private gain?

2. Is preferential treatment being given to any organiza-
tion or person?

3. Will this situation impede Government efficiency or
economy?

4. 1Is there a loss of the Government ability to be
impartial?

5. Does this situation bypass or allow official decisions

to be made outside official channels?
6. Is the confidence of the American public in the in-
tegrity of the Government weakened or seriously affected in

this situation? (DOD 5500.7 IV F)

If the answer to any of the above questions is "Yes," no
matter whether the situation is actual or creates the appearance !

of being actual, it must promptly be reported to the immediate

supervisor. It is the department supervisor's responsibility
to determine if the situation is potential conflict, and if

so, must be reported up the chain of command.

a0 )

The statutes and regulations concerning standards of

conduct are very clear in their application to contracting
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personnel. Contracting personnel, who are directly and

personally involved in conducting Government business and
the spending of public funds, must deliberately detach
themselves from dealings with contractors and prospective
contractors.

The problem arises in the involvement of the other DOD
employees; technical, engineering and other procurement
personnel who do not conduct DOD business directly with the
contractors. These personnel have the potential to exert
significant influence in the selection of a contractor. In
addition, the nature of their work often necessitates close
personal contact with their industrial counterparts; friend-
ships which develop through professional meetings, trips to
the contractor's plant, through conferences to discuss
technical areas of mutual interests, and through informal
contacts from contractor's representatives. Reasonable
care and discretion must be exercised by these DOD employees.
It is in this area that these friendships might result in
actual or apparent conflict of interest which may compromise
the entire Government-industrial procurement eflfect.

At the end of each training session there will be two
case studies to enforce the information that has just been
presented. Depending on the available time either one or
both of the cases may be used. The answer to the case

studies can be found in the Appendix.

68




GRATUITIES AND FAVORS

Case Example #1

When Morris Smith, an inventory manager at a large Naval
In-entory Control Point (ICP), arrived home from an industrial
trade fair his wife informed him that a box of Florida fruit
had beenrdelivered that afterncon. The box contained a large
assortment of candies, dates, and preserved fruits packed in
the center of the oranges and grapefruit. Also contained in
the box was an anniversary card from a Mr. Pat Jones, head

of the Industrial Marketing branch of ABC Incerporated.

ABC Inc. had performed successfully on several space
parts contracts with Smith's activity. ABC had a reputation
of producing high quality, reasonably priced spare parts,
and had never been late on a delivery. During the various
contract negotiations, Smith had become friendly with both
Jones and Bill Johnson, ABC's vice president of prcduction.
Smith and Johnson regarded themselves as professional
colleagues since both were members of the National Contract
Management Association (NCMA). In fact, Smith had arranged
for Johnscn to be a guest speaker at an NCMA luncheon held
at Smith's activity.

Although Jones and Johnson regularly visited Smith when
they were in the Northeast on business, they always restricted

their conversations to general topics or to technical areas
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of mutual interest. Through their long friendship, neither
company representative had ever sought information beyond
which they were entitled to on a particular solicitation or
proposed procurement, or sought any preferential treatment
to direct business to their company.

ABC presently held no defense contracts with the Navy,
and to the best of Smith's knowledge, the Navy was not
negotiaﬁing with or planning any solicitation that involved
ABC. Despite all this, Smith was uncertain as to what should
be done about theanniversary present. Smith was doubtful
that the express company that delivered the fruit would
accept the return of perishable fruit that already had been

opened and sampled.

What action should Smith take under these circumstances?
Does the action Smith should take change if the card contained

in the shipment was a birthday card?
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GRATUITIES AND FAVORS

Case Example #2

Upon return from two weeks leave, CDR Nat Ford, Contract-
ing Officer at Naval Supply Center Brooklyn, noticed a slight
change in the Procurement Department. New pocket calculators
and pens were found on each desk in the office. On each
calendar and pen was the slogan, "Gizmo Widgets, Inc.,
Leaders in Electronic Technology." In addition, CDR Ford
noticed that everyone in the office was sporting brand new
navy blue plastic zippered briefcases. Each briefcase was
imprinted on one side with the owner's name and rank or

position, and the legend, "Naval Supply Center Brooklyn,"

and the official emblem of the command. The other side
carried the slogan found on the calculatorsand pens, and
briefcases had been distributed two weeks ago by the New York

sales representative of Gizmo Widgets, Inc.

What action, if any, should CDR Ford take?
Could they keep any of the items and not be in potential

conflict of interest?
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CONFLICT OF INTEREST INCLUDING OUTSIDE AND POST GOVERNMENT
EMPLOYMENT

A. OBJECTIVES
1. Clarify the restrictions of activities as they apply
to the various categories of Government employment,
outside employment and post-Government employment.

2. To alert the student to the Disqualification Procedures
in the event of a conflict of interest.

3. Bring to the student's attention the unethical situa-
tions that may arise as a result of outside and post-
Government employment.

B. CONFLICT OF INTEREST

DOD Directive 5500.7 states that DOD personnel shall not
engage in any personal, business, or professional activity,
or receive or retain any direct or indirect financial
interest, which places them in a position of conflict between
their private interest and the public interests of the United
States related to their duties or responsibilities of their
DOD position. This prohibition also extends to the private
interests of a spouse, minor child, and any household members.
U.S. Criminal Code (Title 18, U.S.C., Sec. 208) states that
this violation carries a penalty of a $10,000 fine and/or
two years imprisonment.

In general, the Government's conflict of interest laws

apply to all full-time officers and employees, and all

military officers on active duty. The only exceptionsare
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those who are "special Government employees." The following
conflict of interest prohibitions apply:
(Transparency #3)

1. Represent anyone else before a court or Government
agency in a matter in which the United States is a
party of has an interest. (18 U.S.C. 203 and 205)

2. Receive any salary from a private source as compen-
sation for his services to the Government. (18 U.S.C.
209)

3. Participate in his Government cap city in any matter
in which he, his spouse, minor child, outside busi-
ness associate or person with whom he is negotiat-
ing for employment, has a financial interest. (18
U.S.C. 208)

The only exception that has been made under restriction #3
is for the financial holdings of DOD personnel that consist
of a "share in a widely held diversified mutual fund or
regulated investment company"”" where the interest results
indirectly from ownership by the fund or investment company
of stocks in business. (DOD 5500.7 XVI A3)

Although special Government employees are exempted from
these general restrictions of full-time employees and mili-
tary officers, they are still subject to the following:

1. May not, except in the discharge of his official
duties, represent anyone else:

a. before a court of Government agency in a matter
in which the United States is a party or has an interest

and which he has at any time participated personally and

substantially for the Government. (18 U.S.C. 203 &205)
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b. in a matter pending before the agency he serves
unless he has served there no more than 60 days during the
last 365. (18 U.S.C. 203 & 205)

2. May not participate in his Government capacity in
any matter in which he, his spouse, minor child, outside
business associate or person with whom he is negotiating

for employment, has a financial interest. (18 U.S.C. 208)

C. OUTSIDE EMPLOYMENT

DOD Directive 5500,7 states that DOD personnel shall not
engage in outside employment or other outside activity, with
or without compensation, which:

1. can be reasonably expected to bring discredit to
the Government;

2. will interfere with the performance of their official
duties;

3. may involve a conflict of interest.

The discredit-employment limitation, although not limited
only to these instances, has arisen as a result of employment
with regard to striking unions and strikebreaking.

The interference-with-duty limitation generally refers
to normal working time. As long as DOD employees do their
work and work normal assigned hours, most agencies have no
objections to outside employment providing such outside
employment does not physically or mentally impair the work

with the Government.
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The conflict-of-interest limitation is difficult to

apply due to the difficulty of identifying such situations.

When attempting to determine if an outside employment
involves a conflict of interest, an excellent guide to use
as a standard is the Code of Ethics for Government Service.
If the outside employment appears to be in contradiction
to the Government's Code of Ethics, listed below, there is
a good possiblity that an actual or apparent conflict of
interest situation exists.

(Transparency #5)

Code of Ethics for Government Services
(Congressional Resolution 175)

Any person in Government service should:
1. Put loyalty to the highest moral principles and to

country above loyalty to persons, party, or Govarn-
ment department.

2. Uphold the Constitution, laws, and legal regulations
of the United States and of all governments therein
and never be a party to their evasion.

3. Give a full day's labor for a full day's pay: giving
to the performance of duties his earnest effort and
best thought.

4. Seek to find and employ more efficient and economical
ways of getting tasks accomplished.

f 5. Never discriminate unfairly by the dispensing of
special favors or privileges to anyone, whether for
remuneration or not; and never accept for himself

or his family, favors or benefits under circum-
stances which might be construed by reasonable
persons as influencing the performance of government
duties.

6. Make no private promises of any kind binding upon
the duties of office, since a Government emplovee
has no private word which can be binding on public
duty.
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7. Engage in no business with the Government, either
directly or indirectly, which is inconsistent
with the conscientious performance of government
duties.
8. Never use any information coming to him confiden-
tially in the performance of government duties as
a means for making private profit.
9. Expose corrpution wherever discovered.
10. Uphold these principles, ever conscious that public
office is a public trust.
D. POST-EMPLOYMENT RESTRICTIONS
The restrictions imposed upon the DOD employees by the
conflict of interest laws which are found in the standards
of conduct do not end with their termination of Government
service. Legislation has been on the books for nearly a
century restricting the relations of former Government
employees with their agencies and with the Government. The
reasons for these post-employment restrictions center around
the following concerns:
(Transparency #6)
1. the access to inside information

2. the use of perscnal influence

3. the potential immorality in the behavior of a former
Government. employee who had switched sides.

The post-employment restrictions apply to full-time

? civilian officers or employees who have left Government
service, retired regqular officers and reserve officers

released from active duty. However, it does not include

{ enlisted personnel.




These restrictions are broken down by various categories

of former Government employment. They include:
l. former civilian officers and employees,
2. special Government emplovees,
3. retired regular officers,
4. officers of reserve components.

The following major prohibitions apply:

(Transparency #7)

l. Former Civilian officers and employees

a. May not, at any time after his Government employ-
ment has ended, represent anyone other than the
United States in connection with a matter in which
the United States is a party or has an interest
and in which he participated personally and sub-
stantially for the Government (18 U.S.C. 207(A)).

b. May not, for one year after his Government employ-
ment has ended, represent anyone other than the
United States in connection with a matter in which
the United States is a party or has an interest
and which was within the boundaries of his official
responsibility during the last year of his Govern-
ment service (18 U.S.C. 202(b) & 207(b)).

2. Special Government Employees

Subject to the same prohibitions as a former employee
(18 U.s.C. 207).

3. Retired Regular Officer

a. Subject to the same prohibitions as a former
employee. (18 U.S.C. 207)

b. May not, at any time, assist in prosecuting a
claim against the United States if he worked on
that claim while on active duty (18 U.S.C. 283).

c. May not, within two years after their retirement,
assist in prosecuting a claim which involves the
department in whose services they hold a retired
status (18 U.S.C. 283).
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d. May not, at any time, sell anything to the
department in whose service they hold a
retired status (18 U.S.C. 281).

May not, within three years after retirement,
b sell supplies or war materials to any agency
of the DOD, the Coast Guard, the Coast and
Geodetic Survey, or the Public Health Service.
(37 U.S.C. 801 (c) as amended by P.L. 87-777)

C

In addition to the above restrictions, each regular re-
tired officer of the armed forces shall file with the mili-
tary department in which they hold a retired status a Statement
of Employment shall be filed within thirty days after retire-
ment and whenever the information in the statement is no
longer accurate. (DOD 5500.7 XVI 2(a))

4. Officers of the Reserve Components

When released from active duty, a Reserve officer 1is

subject to the same restrictions as a former civilian
employee (DOD 5500.7 XVI E(4)).

E. DISQUALIFICATION PROCEDURE

Waen in the event of Government employees participating in
a Government capacity in a matter in which they, their spouse,
minor child, outside business associate or person with whem
they are negotiating for employment, has a financial interest,
they must disqualify themself from this matter. The dis-

qualification procedure consists of:

(Transparency #8)

1. prompt notification to their superior of the financial
conflict of interest

2. full disclosure of the financial interest.

3. The employee's superior will then

3
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a. relieve them from his duty and responsibility
in the matter (Exception: if the Government
official responsible for the appointment makes
a written advance determination that the
interest is not so substantial as to affect
the integrity of the services which the Govern-

] ment may expect from the employee.)

b. upon disqualification, the superior will reassign
the matter for decision and action to someone
else who is not subordinate to the disqualified
person.

It should be emphasized that voluntary disqualification

is a sign of ethical behavior and in no way should any stigma

be attached to the action.




CONFLICT OF INTEREST

Case Example #1

Jeff Powers, a contracting officer at the Naval Material
Command, was on top of the world. Having just completed
his Government intern program in procurement and being
accepted in his new position was more than he could have
hoped for. His wife, Betty, also added to his fantastic
feeling. She had just obtained a position as a private
secretary for the Financial Director at ABC Corporation.
Living in Washington, DC, was expensive but now that they
both had good jobs they could now afford to buy their small
dream home in Virginia.

As Jeff sat back dreaming about where his woodworking
shop would go in his new garage, his boss, Captain Seabag,
USN, came in to tell him about a proposal Jeff would be
negotiating. "I know you are still new, Jeff, but everyone
else is tied up and we have to have the contract finalized
by the end of the week. ABC Corporation negotiators will
be here tomorrow. You do a good job on this and I'll :
guarantee you'll be negotiating the major contracts in no

time."

What action should Jeff do under the circumstances?
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CONFLICT OF INTEREST

Case Example #2

Dick Schauer, head of a procurement branch at a large
Naval Air Stations, had an outside job as an instructor
at a local extension of the state university. The university
extension was located at a defense contractor's plant.

Teaching the class twice a week was an enjoyable experience
for Schauer; however, because of the early starting time of
classes, Schauer did not have time to go home for dinner.

The plant had a cafeteria where the meals were subsidized by
the contractor for the evening and night shift. Since the
class was held at the contractor's plant and most of the
students worked for the contractor, the contractor had
authorized both Schauer and the students to eat at the
cafeteria. i

Schauer wondered that 1f by eating his meals at the
cafeteria twice a week was he getting himself into a conflict
of interest situation, especially since he was preparing to

negotiate a large contract with the contractor.

What would you recommend to Dick Schauer concerning this

situation?
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ACTUAL VERSUS APPEARANCE

A. OBJECTIVES

1. To ensure that the student understands that the
underlying purpose of the Standards of Conduct is
to guarantee public confidence in the integrity of
the Government.

2. To point out that a particular act or action can be
perceived differently by a person or persons who do
not have the same background or knowledge as the
‘Government official who performed the act.

B. ACTUAL VERSUS APPEARANCE
As pointed out in previous lessons, Government employees

must avoid actual situations which involve gratuities,

conflict of interest and other actions prohibited by DOD

Directive 5500.7. It is hoped that this general knowledge
will normally keep the Government employee well cleared of
most of these situations. 1In more difficult situations

Government employees may find themselves in a situation

where there may exist the appearance of a conflict of
interest. It is important to discuss this "appearance of
a conflict" since these are situations, when viewed by an
outsider, that can damage the public's confidence in the
integrity of the Government.

The true nature of a particular situation is irrelevant.
The Standards of Conduct do not require that those who
perceive a violation base their perception on the same
knowledge or background as the official who performed the
act or made the decision. Remember, the public may be

completely ignorant of the motives or requirements that
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brought about the action of decision; yet, so long as the
perception of the outside viewers is reasonable, the act
: or decision is wrong. This would be difficult for Government
employees to accept if it were not for an underlying rule
in the standards that if a doubt arises regarding the
propriety of an act, the act should not be undertaken. It
might be easier to understand after this example.

You -and your neighbor, Jim, are good friends. He just
received some pro football tickets from his boss and asked
if you would like to accompany him. The seats are box seats
which the company buys each year. You really want to go to
this game; however, you are the contracting officer which |

often deals with this company. Should you accept the

invitation?

The answer is no. Even though there is no actual conflict
of interest (the tickets were offered by a personal friend) i
and DOD 5500.7 clearly states that a customary exchange of
social amenities between personal friends are allowed, this
situation could appear clearly as a conflict of interest
when viewed by an outsider attending the game.

In this lesson, it is important to remember two things:

1. 2ctions or decisions should be tested as if they
were being made on a stage opened to the public.

2. If there is any doubt whether the possibility of
a conilict is present in a situation, bring it
to the appropriate supervisor's attention for
evaluation and disposition.
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ACTUAL VERSUS APPEARANCE

Case Example #1

LT Swegle, a Navy contracting officer, was concerned
over one of his buyers, Mr. Short, who was always complaining
about being in financial trouble. Owning a large custom
house in a well-to-do suburb, driving an expensive sports
car, and having two kids in college would be hard on most
people but on a GS-9 salary LT Swegle could not see how
Short was managing. According to Mr. Short, Mrs. Short did
have a part-time job that paid her peanuts.

LT Swegle is considering transferring Mr. Short to a
new position in the service contract area. Mr. Short would
be working in an area where there has been numerous conflict
of interest violation reported. Although Mr. Short is an
excellent worker, LT Swegle is worried that the temptation

in that area might be too great.

If you were LT Swegle, what would you do in this situation?
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ACTUAL VERSUS APPEARANCE

Case Example #2

Joe Wright was the head of the technical section of a
large Naval activity. One morning his office door opened,
and a well-dressed gentleman in his mid-sixties approached
his desk.

"Mr, Wright, I'm Tom Bass. Just call me Tom. I've just
had a talk with (here Tom Bass mentioned the first name of
the commander of the activity), who said you are the man to
see. He and I served many a tour together. I have just
retired and am now a sales representative at Fundamentals
Engineering. It is a young firm with good growth potential
but right now it needs to get more Government business. That
is why I am here. I want to cut through all this red tape
and B.S. and see if we can just talk things over. I am
willing to sit down and tell you all about our capabilities,
and if you have something we can do, I guarantee Fundamental
can get right on it without a lot of trouble or paperwork
for the Navy. I have talked to your Procurement section and
have been told you are the people who really select the
contractors. That is why I want to start on the ground

floor. I know we will work well together."”

What reply should Joe Wright make to Tom Bass?
Do you think Bass's activities conflict with regulations

concerning the business activities of a retired military?

85




CONFIDENTIAL STATEMENT OF AFFILIATIONS AND FINANCIAL INTEREST,
DD FORM 1555

A. OBJECTIVES

1.

2.

To discuss the reporting requirements of the DD Form
1555.

To point out the reason for reporting financial
interests on the DD Form 1555.

Note: Since the DD Form 1555 is required to be filed

by GS-13 or above and 0-5 and above, this
session may be deleted if the class population
is not compcsed of senior civilians or military
officers.

B. FINANCIAL DISCLOSURE REQUIREMENTS

The financial disclosure reporting system, which is

included in the standards of conduct, is perhaps one of the

most well known aspec: of the Government's ethics program.

Under the financial disclosure system officers and employees

of DOD must submit annually the "Confidential Statement of

Affiliations and Financial Interest," DD Form 1555. The

DD Form 1555 shall contain the following information:

1.

(Transparency #9)

A list of names of all corporations, companies, firms,
or other business enterprises, partnerships, non-
profit organizations, and educational and other
institutions.

d.

with which they are connected as an employee,
officer, owner, director, trustee, partner,
advisor, or consultant; or

in which they have continuing financial interests,
through a pension or retirement plan, shared
income, or otherwise, as a result of any current
or prior employment or business or professional
association; or
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2. A list of the names of their creditors, other than
those to whom they may be indebted by reason of a
mortgage on property which they occupy as a personal
residence or to whom they may be indebted for current
and ordinary household and living expenses.

3. A list of their interests in real property or rights
in lands, other than property which he occupies as a
personal residence.
Now that it is understood what has to be reported, who
must file the DD Form 1555? The £iling requirements include:

(Transparency #10)

1. Executive Schedule employees listed in subchapter I1I
of Chapter 53 of Title 5, United States Code.

2. Board members of the Armed Service Board of Contract
Appeals.

3. GS-13 or above or members of the military in the rank
of Lieutenant Colonel, Commander or above whose basic
duties and responsibilities require the incumbent to
exercise judgment in making a Government decision or
in taking Government action in regard to:

a. administering or monitoring grants or subsidies

b. contracting or procurement, specifically, those
who sign, negotiate, recommend, or approve the
award of contracts

¢. auditing, including both those who audit or
develop policies and procedures for performing
audits

d. other activities in which the final decision or
action has a significant economic impact on the
interests of any non-Federal enterprise.

The reason for the financial disclosure system is for the
most part self-evident--the need to maintain the public's
confidence in the integrity of the Government. The trust
of the general public is a delicate matter. It is felt

that the reporting requirements in DOD Directive 5500.7 are
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far from perfect, expecially in the area of Government
procurement. If the public's confidence is truly going to
be maintained, then there is a need for all personnel
associated with Government rrocurement to report under the
financial disclosure systei.. Those individuals responsible
for generating requirements, writing specifications, per-
forming inspections, representing the contracting officer
and recéiving items are also very susceptible to conflict
of interest situations.

There are no case examples for this session.




STUDY GUIDE APPENDIX A

GRATUITIES

Executive Order 11222, which has been implemented in DOD
Directive 5500.7, prohibits any Government employee from
soliciting or accepting, directly or indirectly, anything of
monetary value from any person, corporation, or group which:

1. has, or is seeking to obtain, contractual or other
‘business with their agency.

2. conducts operations or activities that are regulated
by :heir agency.

3. has interests that may be substantially affected by
the performance or nonperformance of their official
duties.

TRANSPARENCY #1




GRATUITIES

TEST FOR AN ILLEGAL GRATUITY
Does this situation involve using a public office for a
private gain?

Is preferential treatment being given to any organization
or person?

Will this situation impede Government efficiency or
economy?

Is there a loss of the Government ability to be impartial?

Does this situation bypass or allow official decisions to
be made outside official channels?

Is the confidence of the American public in the integrity
of the Government weakened or seriously affected in this
situation?

oo

TRANSPARENCY #2
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CONFLICT OF INTEREST

The Government Conflict of Interest Laws apply to all
full-time officers and employees, and all military officers
on active duty. In general, the following conflict of
interest prohibitions apply:

1. Represent anyone else before a court or Government

agency in a matter in which the United States is a

party or has an interest. (18 U.S.C. 203 adn 205)

2. Receive any salary from a private source as compensa-
tion for the services to the Government (18 U.S.C. 209)

3. Participate in their Government capacity in any matter
in which they, their spouses, minor children, outside
business associates or persons with whome they are
negotiating for employment, has a financial interest.
(18 U.S.C. 208)

The only exception that has been made under restriction #3 is
for the financial holdings of DOD personnel that consist of

a "share in a widely held diversified mutual fund or regulated
investment company" where the interest results indirectly from

ownership by the fund or investment company of stocks in

business. (DOD 5500.7 XVI A3)

TRANSPARENCY 43

91




OUTSIDE EMPLOYMENT

; DOD birective 5500.7 states that DOD personnel shall not
engage in outside employment or other outside activity, with
or without compensation, which:

l. can be reasonable expected to bring discredit to the
Government;

2. will interfere with the performance of their official
duties;

3. may inveolve a conflict of interest.

TRANSPARENCY #4
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CODE OF ETHICS FOR GOVERNMENT SERVICE
(Congressicnal Resolution 175)

Any person in Government service should:

1.

10.

Put loyalty to the highest moral principles and to
country above loyalty to persons, party, or Govern-
ment department.

Uphold the Constitution, laws, and legal reulations
of the United States and of all governments therein
and never be a party to their evasion.

Give a full day's labor for a full day's pay; giving
to the performance of his duties his earnest effort
and best thought.

Seek to find and employ more efficient and economical
ways of getting tasks accomplished.

Never discriminate unfairly by the dispensing of
special favors or privileges to anyone, whether for
remuneration or not; and never accept for himself

or his family, favors or benefits under circumstances
which might be construed by reasonable persons as in-
fluencing the performacne of governmental duties.

Make no private promises of any kind binding upon the
duties of office, since a Government emplovee has no
private word which can be pinding on public duty.

Engage in no business with the Government, either
directly of indirectly, which is inconsistent with

the conscientious performance of his governmental
duties.

Never use any information coming to him confidentially
in the performance of governmental duties as a means
for making private profit.

Expose corruption wherever discovered.

Uphold these principles, ever conscious that public
office is a public trust.

TRANSPARENCY #5
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REASONS FOR POST-EMPLOYMENT RESTRICTIONS

1. The access to inside information.
2. The use of personal influence.

3. The potential immorality in the behavior of a former
Government employee who had switched sides.

The post-employment restrictions apply to full-time civilian
officers who have left Government service, retired regular
officeré and reserve officers released from active duty.

However, it does not include enlisted personnel.

TRANSPARENCY #6




MAJOR POST-EMPLOYMENT RESTRICTIONS

Former Civilian Officers and Employees

a. May not, at any time, after their Government employ-
ment has ended, represent anyone other than the
United States in connection with a matter in which
the United States is a party or has an interest and
in which they participated personally and substan-
tially for the Government. (18 U.S.C. 207(a))

b. May not, for one year after their Government employ-
ment has ended, represent anyone other than the
United States in connection with a matter in which
the United States is a party or has an interest and
which was within the boundaries of their official
responsibility during the last year of his Govern-
ment service. (18 U.S.C. 202(b) & 207(b))

Special Government Employees

Subject to the same prohibitions as a former employee.
(18 uU.s.Cc. 207)

Retired Regular Officer

a. Subject to the same prohibitions as a former employee.
(18 U.S8.C. 207)

b. May not, at any time, assist in prosecuting a claim
against the United States if they worked on that
claim while on active duty. (18 U.S.C. 283)

c. May not, within two years after their retirement,
assist in prosecuting a claim which involves the
department in whose services they hold a retired
status. (18 U.S.C. 283)

d. May not, at any time, sell anything to the department
in whose services they hold a retired status. (18
U.s.C. 281)

e. May not, within three years after retirement, sell
supplies or war materials to any agency of the DOD,
the Coast Guard, the Coast and Geodetic Survey, or
the Public Health Service. (37 U.S.C. 80l(c) as
amended by P.L. 87-777).

TRANSPARENCY #7




4. Officers of the Reserve Components

When released from active duty, a Reserve officer is
; subject to the same restrictions as a former civilian
% employee. (DOD 5500.7 XVI E(4))
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1.

DISQUALIFICATION PROCEDURE

disqualification procedure consists of:

prompt notification to their superior of the financial
conflict of interest

full disclosure of the financial interest

The employee's superior will then

a.

relieve him from his duty and responsibility in
the matter (Exception: If the Government official
responsible for his appointment makes a written
advance determination that the interest is not so
substantial as to affect the integrity of the
services which the Government may expect from the
employee.)

Upon disqualification, the superior will reassign
the matter for decision and action to someone
else who is not subordinate to the disqualified
person.

TRANSPARENCY #8
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DD FORM 1555

The "Confidential Statement of Affiliations and Financial
Interest." DD Form 1555 contains the following information:

1. A list of names of all corporations, companies, firms,
or other business enterprises, partnerships, non-
profit organizations, and educational and other
institutions.

a. with which they are connected as an employee,
officer, owner, director, trustee, partner,
advisor, or consultant; or

b. in which they have continuing financial interests,
4 through a pension or retirement plan, shared
‘ income, or otherwise, as a result of any current
3 or prior employment or business or professional
‘ association; or

c. 1in which they have any financial interest through
the ownership of stocks, bonds, or other securities.

2. A list of the names of their creditors, other than
those to whom they may be indebted by reason of a
mortgage on property which they occupy as a personal
residence or to whom they may be indebted for current
and ordinary household and living expenses.

3. A list of their interests in real property or rights
in lands, other than property which they occupy as a
personal residence.

TRANSPARENCY #9




Who is

1.

2.

DD FORM 1555

required to file a DD Form 15552

Executive Schedule employees listed in Subchapter II
of Chpater 53 of Title 5, United States Code.

Board members of the Armed Service Board of Contract
Appeals.

GS-13 or above or members of the military in the rank
of Lieutenant Colonel, Commander or above whose basic
~duties and responsibilities require the incumbent to
exercise judgment in making a Government decision or
taking Government action in regard to:

a.

b.

administering or monitoring grants or subsidies

contracting or procurement, specifically, those
who sign, negotiate, recommend, or approve the
award of contracts

auditing, including both those who audit or
develop policies and procedures for performing
audits

other activities in which the final decision or

action has a significant economic impact on the
interests of any non-Federal enterprise.

TRANSPARENCY #10
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STUDY GUIDE APPENDIX B

January 1S, 1977
NUMBER ss00.7

SUBJECT

GC, DoD

Department of Defense Directive

Standards of Conduct

References: (a) DoD Directiva 5500.7, 'Standards of Conduce,"

August 8, 1967 (hereby cancalled) .
(b) chrough (o) sse snclosure 1 R

I. REISSUANCE AND PURPOSE

A,

Govaer C.Plv, snt, 48 8 public cruse, rcqutroo
chac Department of Defense (DaD) parsonnel placs

* loyalty to councry, ethical principles, and law above .

private gein and other interescts. This Direccive

. prescribee standards of conduct required of all DoD

C.

personnel, regardless of assignment.

This Directive reissues raference (a) to update Dol

implementacion of Executive Order 11222 of May 8, 19635
(reference (b)) and cthe Civil Service Commission Regu~-
lacion, "Employee Responsibilities and Conduce,” Title
5, Code of Federal Regulations, Part 731§ (refecence .

‘{e)). It includas standards of conduct based oa the

conflicc of intersst laws (sees enclosure 2), and (¢t
veflects the Code of Ecthics for Government Service
contained in House Concurrent Resolution 17§, CS:h e
Congress (veference (d)). ’

Penalties for violations of these standards include
the full range of stactutory aand regulatory snncctonn
tor civilian and. nllltary persoanel. .

Reference (a) is hersby superseded and cancelled.

I1. APPLICABILITY AND SCOPE

The provisions of this Directive apply to all DoD per-
sonnel and to the Office of che Secretary of Defense, -
the Military Departments, the Organization of the Joint
Chiefs of Staff, the Unified and Specified Commands, and
the Defense Agencies (heretnafter ceferred to as "DoD
Cowmponents”), including nonappropriacted fund accivicies.




III.

Iv.

DEFINITIONS TN

A. DoD Personnel. All civilian officers and employees, including
special Government employees, of all DoD Componants, and all
active duty officers (commissioned and warrant) and enlisted
nembers of che Army, Navy, Air Force, and Marine Corps.

B. Cratuity. Any gifet, favor, cntertainment, hospitality, trans-
portation, loan, any other tangible item, and any intangible
benefits, for example discounts, passes, and promotional
vendor training, given or extended to or on behalf of DoD
personnel, their immediate families, or households for vhich
fair market value is not paid by the recipient or the U.S.
Government.

C. Specisl Government Employes. A person who is vetained, desig-

nated, appointed, or employed to perform, with or without com=~
pensation, not to exceed 130 days during any period of 365
consecutive days, temporary ducies either on a full-time or
intermittent basis. The term also includes a Reserve officer
while on active duty solely for trainiang for any length of
time, one who is serving on active duty iaveluntarily for aay
length of time, and one who is serving voluntarily on extended
active duty for 130 days or less. It does not include ealisted

personnel.
D. Standards of Conduct Counselors. Ses section XVI. ‘*\ i

PROPER CONDUCT OF OFFICIAL ACTIVITIES

A. DoD personnel shall become familiar with the scops of .
authority for, and the limitations concerning, the nc:tvittco
for which :h-y have responsibilities. . - i

B. The sttention of DoD personnel is directed to the statutory
prohibitions which apply to DoD pctoonnol conduct (ses cnclo-
sute 2). -7

C. DoD personnel shall not make or recommend any expenditure of
funds ot take or recommend any action known or belisved to be
in violation of U.S. laws, Executive Orders, or applicable’
Directives, Instructions, or regulatioms. .

D. In cases of doubt as to the propristy of a proposad action or
decision in terms of regulation or law, DoD persomnel shall
consult legal counsel or, Lf appropriate, the Standards of
Conduct Counselor or Deputy Counselor to ensure the proper
and lawful conduct of DoD programs and activities,

EQUAL OPPORTUNITY : - {

DoD personnel shall scrupulously sdhere to the DoD program of equal

B S . . .. . R




vI.

VII.

Jan 15, I7
5500.7

opportunity regardless of race, color, religion, sex, age, or
national origin, in accordance with DoD Directive 1100.15 (ref-
erence (e)).

CONDUCT PREJUDICIAL TO THE COVERNMENT

DoD personnel shall avoid any action, whether or not :poct!tcaily
prohibited by this Direccive, which might result i{n or reasonably

be

A.

D.

expected to create the appearance of:

Using public office for private gain;

Giving preferential trsatment Co any person or eaticy;
Impeding Government efficiency or economy;

Losing complete independence or imparcialicy;

Making & Government decision outside official channels; or

Affecting adversely the confidence of the public in che
inctegrity of the Covernmeat.

CONFLICTS OF INTERESTS

Affiliations and Financial Interests. DoD personnel shall not
engage im any personal, business, or profaessional activicy, or
teceive or retain any direct or indirect financial interest,
wvhich places them in a position of conflict between their pri-
vate interests and che public incerests of che United Scates
related to the duties or responsibilities of their DoD posti-
tions. For the purpose of this prohibition, the privace
intarescs of a spouse, minor child, and any housshold members
are treated as private interests of the DoD personnel.

Using Inside Information. DoD personnel shall not use,
directly or indirectly, inside information to furthar a pri-~
vate gain for themselves or ochers 1f that informacion ie
not generally availabdle to cthe public and was obtained by
reason of their DoD positions.

Using Dod Position. DoD personnel are prohibited from using
their DoD posicions to induce, coerce, or in any manner influ~
ence any person, including subordinactes, to provide any benefit,
financtial or ocherwise, to themselves or others.

Disqualification oc Divescicture Requirements. Unless o aervies
expressly authorized by activn taken under 18 U.$.C. 197 or

208 (reference (f)), all DoD personnel who have affiliacions
or financial incterests wvhich create conflicts or appearances
of conflicts of intarests with their official duties must

disqualify themselves from any official activities that are
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related to those affilfacions or {nterests or the entities in-
volved. A formal disqualification must be seat to an individual's
superior and immediate subordinates whenever it appears possible
that his official functions will affect those affiliations, inter-
ests, or entitles. If the individual cannot adequately perform his
official duties after such disqualificacion, he must divest himself
of such involvement or be removed from that position.

Membership in Associations. DoD personnel who are members or
officers of non~Governmental associations or organizatioas must
avoid activicies on behalf of the associacion or organization
that are incompatible with their officilal Government positions
(see DoD Directive 5500.2 (reference (g)) and DoD Inatructiom
5410.20 (reference (h)).

Commercial Solicicing by DoD Personnel. To eliminate the appearance

of coercion, intimidacion, or pressure from rank, grade, or positiom,
full time DoD personnel, except special Government employees, are
prohibited from making personal commercial solicitations or sales

to DoD personnel who are junior in rank or grade, at any time, on

or off ducy.

1. This limication includes, but is not liamited to, the solicita~-
tion and sale of insurance, stocks, mutual funds, real esstate,
and any other commodicies, goods, or services.

2. This prohibition is not applicable to the one-time sale dy an
individual of his own personal property or privacsly owned
dwelling or to the off-duty eaployment of DoD personnel as
employees in retail scores or other situations not including
solicited sales.

3. For civilian personnel, the limitation applies only to personnel
der their supervision at any level.

Assignment of Reserves for Training. DoD personnel who are respon-
sible for assigning Reserves for training shall not assign thea to
duties in which they will obtain information chat could be used by
them or their private sector employers to gain unfair advantage
over civilian competitors.

Prohibited Selling by Retired Officers. There are legal limitations

on sales by retired Regular ailitary officers to any componeat of
the Department of Defense, Coast Guard, National Oceanic and Atmos=~
pheric Admingscraction, or Public Health Service (see enclosure 2).

Dealing with Present and Former Military and Civilian Personnel.

DoD personnel shall not knowingly deal on behalf of the Governmeat
wvich present or former, milicary or civillan, Government personnsl
vhose participation in the transaction would be in violaciocn of

4 statute, regulation, or paolicy sat forth in this Directivae.
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VIII. GRATUITIES

A. Policy Basis. The acceptance of gratuities by DoD personnsl
or their fumilies, no mactter how {nnocently tendered and
received, from those who hiave or seek business with cthe 3
Department of Defense and from those whose business incerasts
i - are affected by Department functions (1) may be a source of
: eabarrassment to the Department, (2) may affect the odbjective
judgment of the DoD personnel involved, and (3) may impair
public confidence in the integrity of che Government.

B. General Prohibition. Except as provided in subsection C.,
below, DoD personnel and their ilmmediate families shall not
solicit, accept, or agree to accept any gratuity for thes-
selves, members of their families, or others, either directly
or indirectly from, or on behalf of, any source that:

i 1. Is engaged in or seeks business or financisl relations of
any sort with any DoD Componeat;

2. Conducts operations or activities chat are either regu-
lated by a DoD Component or significancly affected by DoD
decisiones; or

3. Has interests that may be subscantially affected by the
perform ox perfor e of the official duties of
DoD persoanel. !

C. Lipited Exceptions. Tha gensral prohibition in subsection
B., above, does not apply to the following:

1. The concinued participation in employse welfare or bene~
it plans of a formar employer vhen permitted by law and
approved by the appropriate Standards of Conduct Coun-
selor.

2. The acceptance of unsolicited advertising or promotional
F iteas that are less than $5 io retail value.

3. Trophies, entertainment, prizes, or swards for public
service or achievement or given in games or contescs
vhich are clearly open to the public generally or which
are officially approved for DoD personnel participacion.

4. Things available to the public (such as university schol- )
2 arships) covered by DoD Directive 1322.6 (refarence (1)), '
and free exhibitions by Defense comtractors at public '

trade fairs.

S. Discounts or concessions extended Component-wide and
tealiscically available to all personnel in the Component.

6. Participaction by DoD personnel ia civic and cosmunity

Coed L, 3
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activities when any relationghip with Defense contractors is remote,
for example, participation fn a litcle ledgue or Combined Federal
Campaign luncheon which i3 subsidize? by a Defense contractor.

Social activities engaged in by officials of a DoD Component and
officers in command, or their representacives, with local civic
leaders as part of community relations programs of the DoD Compo-
nent in accordance with DoD Directive 5410.18 (reference (j)).

The parcicipation of DoD personnel in widaly attended gatherings of
mutual interest to Government and industry, sponsored or hosted by
induserial, cechnical, and professional associations (not by
individual contractors) provided that cthey have been approved in
accordance with DoD Instruction 5410.20 (referenca (h)).

Situations in which (a) participation by DoD personnel at public
ceremonial activities of mucual interest to induscry, local communi-
ties, and the DoDd Component concerned serves the intsrests of tha
Government;and (b) acceptance of the invitation is approved by the
Head of the employing DoD Component, or his designes.

Contractor-provided trangportation, mesls or overnight accoemo~
dations in connection wich official business when arrangements fot
Government or commercial transportacion, meals, or accommodations
are clearly impracticable. In any such case, the individual shall
report in writing the circumstances to his supervisor as soon as
possible.

Actendance at promotional vendor training sessions when the vendor's
products or systems are provided under contract to DoD and the
training is to facilitate the utilization of those products or
systens by DoD personnel.

Actendance or participation of DoD personnel 1in gatherings, includ-
ing social events such as receptions, which are hosted by foreign
governments or international organizations, provided that che
acceptance of the invitation is approved by the Head of the employ~
ing DoD Component, or his designees.

Sictuations in which, in the sound judgment of the individual coa-
cerned or his supervisor, the Government's interest vill bde

served by DoD persoanel participating {an activities otherwise
prohibited. In any such case, a written report of the circumstances
shall be made in advance, or, when an advance reporc is not pos~
eible, within 48 hours by the individual or his supervisor to the
appropriate Standards of Conduct Counselor (or designated Deputy
Counsgelors).
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0. Reimbursementcs

1. The acceptance of accommodacions, subsiscence, or services,
1 furnished {n kind, in connection with bfficial travel from -
sources other than those indicaced in subsectioa VIIL. 8.

3 is authorized only when che individual is co be a spesker,

3 panelisc, praject officer, or other bona fida parcicipeac

in the activicy attended and vhen such attendance sad E
acceptance i3 authorized by the order-issuing auchority as
being in the overall Govarnment interest.

2. Except as indicated in paragraph 1. of this subsection, DoD
personnel may not accept personal ralabursement from eny
source for expenses incident to officisl travel, unlese
authorized by thetr supervisor consistent wicth guidance
provided by the appropriace Standards of Conduct Counselor

| (pursuant to $ U.S.C. 4111 (rafarence (k)) or other ststu-
t tory authority). Rather, raimbursement must ba mads to the
3 Government by check payabls to the Tressurer of the United
Scates. Personnel uwill be reimbursed by thes Government in

accordance with regulations relacing co teimbursemssnt.

3. In no case shall DoD parscnnel accept, either ia kind or . .
for cash reimbursement, bepefits which are extravagant ot
excasdive in nature. .

} 4. When accommodactions, subsigstence, or services ia kind are
furnished to DoD personnel by non-U.S. Covernment sources,
consistent with this subsection, apprapriaca deduccions
shall be reported and made in the travel, per diea, or--°
other allavances payable. -

E. Procedures with respect o gifts from foreign governments ars
sat forth in DoD Direccive 1005.3 (refersacs (1)). Lt

F. Procedures with respect to ROTC Staff Members sre sat forch i
in DoD Directive 1215.8 (rsfarencs (a)). .

G. After the effective dats of this Directive, DoD personnel who
receive gratuities, or have gratuities received for them, in
circumstances not in conformance with the standarde of thie
Section shall promptly report the circumstances to the appro-
priate Standards of Conduct Counselor (or Deputy) for dispo-
sition detarminastion.

1X. PROHIBITION OF CONTRIBUTIONS OR PRESENTS TO SUPERIORS

DoD personnel shall not solicit a contribution from other DoD per~:~ ;
sonnel for a gifc to an official suparior, make & donacion or a gift

to an officfal superice, or accept a gift Erom other DoD personnel

subordinate to themselves. However, this section does not praohibie. -

voluntary gifts or contridbucions of nominal value oo special
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occasions such as marriage, illness, cransfer, or retirement,

provided any gifts acquired with such contributions shall not \

axceed a reasonable value.
USE OF GOVERNMENT FACILITIES, PROPERTY, AND MANPOWER

DoD personnel shall not directly or indirectly use, take, dispose,
or allow the use, taking, or disposing of, Government property or
tacilicles of any kind, including property leased to che Govern~
ment, for other than officially approved purposes. Government
facilicies, property, and manpower (such as stationery, steno-
graphic and typing assistance, mimeograph and chauffeur services)
shall be used only for official Government business. DoD per-
sonnel have a positive duty to protect and conserve Government
property. These provisions do not precluds tha use of Governasnt
facilicies for approved activities in furtherance of DoD community
relations, provided they do not interfere with military missions
or Government business. (See referenca (j) for community rslations
guidance.)

USE OF CIVILIAN AND MILITARY TITLES OR POSITIONS IN CONNECTION

WITH COMMERCIAL ENTERPRISES

A. All DoD personnel, excluding special Government employees, are
prohibited from using their titles or posicions in connection
with any commercial enterprise or in endorsing any commercial
product. This does not preclude author identifitation for
materials published ia accerdance with DoD procedures.

B. All retired military personnel and all members of Reserve
components, not on active ducy, are permitted to use their
military titles in connection with commercial enterprises
provided that they indicate their Inactive Reserve or tetived
status., However, if such use of military titles in any wvay
casts discredit on the Military Departmencs or the Departmeat
of Defense ot gives the appesarsnce of sponsorship, ssnctios,
andorsement, or approval by the Military Deparcments or the
Department of Defense, it is prohibited. In addition, the
Milicary Departmencs msy further restricc che use of titles
including use by retired military personnsl snd members of
Reserve components, not on active duty, in overseas areas.

OUTSIDE EMPLOYMENT OF DOD PERSONNEL

A. DoD personnsl shall not engage in outside employment or other
outside sctivity, wicth or without compensacion, that:

1. Interferes with, or is not compatible with, the perform~
ance of their Government duties;

2. May reasonably be expected to bring discredit on the Gov-
ernmant or the DoD Component concerned; or
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3. 1s othervise inconsistent with the requirssents of chis
Directive, including the requirements to avoid actions
and sftuations which reasonably can be expectad to create
the appearance of confliccs of i{nterescs.

8. Eulisted mtlitary personnel on active duty may noc be ordered
or authorized to leave their post to sngage in a civilian
pursuit, business, or professional activity {f (t incerfered
with che customary or tegular employment of local civilisns
in their art, trade, or profession.

C. Off-duty employment of military personnel by an eatity
tovolved in a scrike s permissible 1f che person vas on che
payroll of the entity prior to the commencement of the scriks
and 1€ the employment i3 oCherwisse in conformance with the
provisions of this Directive. After a strike begins and
while it continues, no wilitary personnel may accapt employ~
ment Dy chac involved eatity ac the strike location.

D. DoD perschnel are encouraged to engage in ceaching, leccuring
and vriting. However, DoD parsonnel shall not, eithsr for or
without compensation, engage in activities chac are dependent
on informacion obtained as & result of their Government
esployment, except when (a) che information has been published
or is generally available ta the public, or (b) tt will be
nsde generally available to the public and the agency head
gives writtan authorizacion for the use of nonpublic taforma~
tion on the basis that the use is (n the public intervest.

€. Civilisn Presidential appoincees shall noc receive compenss~
tion or anything of monetary valus for any consultacion,
lecture, discussion, writing, or appearance, the subject
mstcer of which is devoted substantially to DoD respoasi-
bilities, programs, or operacions or which draws subscantially
from official macerial which has not become part of che body
of public iaformation.

CAMBLING, BETTING LOTTER]

While on Government-owned, leased, or controlled property, or
othervise whila on duty for the Government, Dol personnel shall
noc psrticipsts in any gambling sctivity, including a loctary ot
pool, a game for money or property, and the sale or purchase of &
numbar slip or tickee. The only exceptions are for acctivities
which have been specifically approved by the Head of the Dod
Componenc.

INDEATEDNESS

DoD personnel shall pay their just [inancial obligations in &
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timely manner, particularly thoss imposed by law (such as Federal,

Stacte, and local taxes), so that their indebtadness does not

adversely affect the Covernment as their employer. DoD Com~

ponents are noc required to decermine the validity or smouact of
(T‘ disputed debdts.

4 XV. INFORMATION TG PERSONNEL

All DoD personnel, except e¢nlisted personnel noc required to
file Statemsencs of Affiliation and Financial Incerests (DD Form
1535), shall be given a copy of chis Directive or implemencing
DoD Component regulation and an oral standards of conduct
briefing preceding employment or assumpcion of duties. Each
individual receiving such briefing shall attest in writiag to
his attendance at the briefing, the fact that he has vead che
standards of conduct, and his comprehension of the rsquirements
ifaposed. Enlisted personnel not required to file the Scatemeat
shall be givean scandards of conduct briefings and actest ia
wricting to their attendance at such briefings. All DoD person~-
nel shall be reminded at least semiannually of their duty to
comply with required standards of conduct.

XVI. STANDARDS OF CONDUCT QOUNSEIORS |

A. The Head of each DoD Component shall designate a Standards
of Conduct Counselor and cne or more Deputy Counselors.
Those designated shall be raesponsible for providing advice
and assisctance to their Components and to the psrsonnel of
those Components on all questions arising from the operation
and implementacion of this Directive. They shall also ba
. responsible for the proper review, including audits, coor-
(:) dination, and advice regarding all scandards of conduct
problems.

B. The General Counsel of the Dspartment of Defense, or his
designee, shall provide legal gutdance and assistance to the
Deputy Assistant Secretary of Defense (Adwinistracion),

H Office of the Assistant Secretary of Defense (Compcroller),

or his designee, who shall be the Standards of Conduct Coun-

aelor for the Office of the Secretary of Defense, and to
the Standards of Conduct Counselors of all DoD Components.

Pk e S

C. The General Counsel, DoD, shall represent the Departaent of
Defense to the Civil Service Commission on mattars relating
to standards of coanduct.

XVII. REPORTING SUSPECTED VIOLATIONS

DoD personnel who have information which causes them to believe
octher DoD personnel have violated a stactute or standard of
conduct imposed by this Directive should first bring the mastter
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to the attention of those persond. [f those persons ars one's
supervisers or the communicstion is not expected to remedy or
does not appesr to have ramedied the problem, a report shall

be made to the approprisce suthority and to the Scandacds of
Conduct Counselor.

RESOLVING VIOLATION:

The resolution of standards of conduct viclations shall be
accomplished promptly by one or more messures, such as divesti-
ture of conflicting interescs, disqualificacion for particulac
assignments, changes in assigned duties, termination, ot other
appropriate action, as provided by scatute or administracive
procedures. Disciplinary sctioms shall be in accordance with
established personnel procedurss.

ST, S OF AFFILIATIONS AND FINANCE ERESTS

The following Dol personmel are vequired to subatt inicisl end
annual Statements of Affilistions snd Financial Incerests,

DD Form 1535, unless they are expressely exempted. (See enclosure
3 for details on applicability sad requitesments.)

A.  All civilian DoD parsonnel paid at & rece equal to or ia
excess of the minimum -ace prescribed for employees holding
the grade of G$-16, including the Executive Scheduls.

8. Officers o_l Clag or general rank.

C. Commanders and deputy commanders of msajor installatioms,
activities, and operaciocns, as determined by the Heads of
the Dol Components.

D. Bosrd members of the Armed Service Board of Contract Appesls.

E. Dol personnel classified st GS-1) or gsbove, or st a com~
parable psy level under other authoricy, and members of che
military in the rask of lieutensat colonel, commander, or
above, vhen the responsidilicties of such personnel require
the exercise of judgmenc in making s Government decisioa or
in taking Government action in regard to activities im which
the final decision or actiom may have s eignificant economic
impact on the interests of any non-Federal eaticy.

F. Special Gavernaent amployses (except those exempted is enclo-
sure J).

G. Other DoD personnel wvho are required, with Civil Service
Commission approval, to file such Scatements.
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XX. NONDISQUALIFYING FINANCIAL INTEREST

DoD personnel need not disqualify themselves under subsection
VII. D. for holding shares of a widely held, diversified mutual
fund or regulated investment coampany. In accordance with the
provisions of 18 U.S.C. 208b(2) (reference (f)), such holdinge
ars hersby exempted ss baing too remate or inconsequential to
atfect the incegrity of the servicaes of Government personnel.

XXI. DOD=RELATED EMPLOYMENT REPORTING

Preemployment and postemployment reporting requirements con-
cerning defense-related employment ars covered in DoD Direc~
tive 7700.15 (reference (n)).

XXIX. REQUIRED STATEMENT OF EMPLOVMENT (DD FORM 1)37)

A. Each retired Regular officer of the Armed Forces shall file
with che Milicary Department in which he holds retired statue
a Statemant of Employment (DD Form 1357 - see enclosure &).
Each Regulsr officer reciring hereafrer shall file this
Statement vithin 30 days after recirement. Whenever ths
informacion in the Statemant is changed, each such officer
shall file a nev DD Form 1357 within 30 days of that change.

B. The Milicary Departments shall review the Stacements of
Employment as required to assure complisnce with applicable
statuces and regulations. )

XX111. DELEGATION OF AUTHORITY

The General Counsel, DoD, 1s authorized to wodify or supplement
any of the enclosures o this Directive {n a manner consistent
with the policies set forth in this Directive.

XXIV. EFFECTIVE DATE AND IMPLEMENTATION

This Dirsctive shall become affective on data of publication in
the Federal Register. Two copies of implementing regulacions
shall be forwarded to the General Counsel, DoD, for spproval
prior to promulgation, within 60 days.

Secretary of Def

Enclosures ~ b
1. References
2. Digest of Laws
3. Requirements for Submission of DD Form 13553
4. DD Form 1157
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DIGEST OF LAWS

Conflict of Interesc lausg’
I. 18 uU.S.C. 203

Subsection (a) prohibitions are encompassed by prohibitions ia 18
U.S.C. 205 below. Subsaction (b) makes it unlawful to offer ov
pay compensaction, the solicitaction or receipt of vhich ts barred
by subsection (a).

[P

. 18u.s.c. 208

A. This section prohibits Governmenc persoanel from acting as
agent or attorney for anyone else before s department, ageancy,
or court in connection wich any particular matter ia which the

Uniced Scates°is a party or has a direct snd substantial 1
{interest. i

mma et e et e = Foe——

3. The following exemptions are allowed:

1. Seccion 205 does nat pravent Government personnsl from i
giving testimony under osth or making statements tequired
to be msde under penalty of perjury ocr contempt or from
representing another person, without compensation, in a
disciplinary, loyalty, or other personnel sacter.

it

2. Section 205 also authorizes a limited waiver of its
restrictions and those of section 203 for the benefit of
an officer or employee, including a special Goverument
enployee, who representcs his own parents, spouse, or
child, of a person or estate hs serves as a fiduciary.

The waiver is available only if approved by tha official
making appointments to the position. In no event does the
waiver extend to his rvepreseatation of asny such person {ia
matters in which he has perticipated personally and
substancially or which, even tn the absence of such par-
ticipacion, are the subject of his official responstbility.

3. Finally, section 205 gives the Head of a department ov
agency the authority to sllow a special Goverament em-
ployes to represent his regular employer or other outside
organization in the performance of work under a Government
grant or contract, if the deparcment or agency head certi-
fies and publishes in che Federal Reyister, that the
nacional interest requires such representatioa.

III. 18 U.s.C. 208

A. Subsection (a) requires axecutive branch personnel to refraia
. from participating as Government personnel in aay matter in !
‘> which they, their spouses, minor children, or partners have
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financial incerests or in which businesses or nonprofit organi-
zacions with which such personnel are connected or are seeking
enployment have financial interests. A "particular mactexr” may
be less concreze tham an actual contract, but is something moce
specific cthan rule making or abstract scientific principles.
The test is whuther the individual might reasonably ancicipate
that his GCovernment action, or the decision in which he par-
ticipates or with respect to which he advises, will have a
direct and predictabdble effect upon such financial interests.

B. Subsection (b) permics sgencies to grant an ad hoc exemption
from subsection (a) if the outside financial interesct is desmed
not subsctantial enough to affect che integrity of Government
sarvices. Categortes of financial interests may also be made
nondisqualifying by a general regulacion published in the

Faderal Register.
18 U.S.C. 209

Subsection (a) prevents executive branch personnel from receiving,
and sanyone from paying thes, any salary or supplementation of salary
from & private sourcs as compensation for ctheir Government serv-
ice. Subsection (b) permits participaction tn a bona fide pension
plan or other employee welfare or benefit plan maintained by a
former employer. Subsection (c) exempts special Governsent
employees and anyone sarving the Covernment without compensation.
Subeection (d) exempts contributions, awards, or other expenses
under the Governmeac Employees Training Act (S U.S.C. 2301-2319).

37 U.S.C. 801 (a), 10 U.S.C. 6112 (a), APPLICABLE TO REGULAR NAVY

AND MARINE CORPS OFFICERS

A Rsgular Navy or Regular Marine Corps officer on active ducy say

not be employed by anyone furnishing naval supplies or war mate-~

rials to the United Staces. If such an officer is s0 employed he is not
entitled to any payment from ths United Staces during that employment.

18 U.S.C. 207, APPLICABLE TO FORMER DOD PERSONNEL

A. Subsection (a) permanently prahibits former DoD personnel from
acting as agent or atctorney for aayone other than the United
States in connection with matters involving a specific party
or parties in which (1) the United Scates has a diract and sub-
scantial interesc, and (2) cthe forwmer personnel pacticipated
personslly and substantially while holding a Covernmenc position.

B. PYor 1 year after having had related official responaibilicies,
former DoD personnel are prohibited from personal appearancss
before a court, department, or sgency of the Government as
agent ur attorney for anyone ocher than the United Statas
Govecrnment (avusection (b)).
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C. Past participacion in or official responsibility for general
tule making, the formulation of general policy or standacds,
or other similar mactters does not disqualify former pecsonnel.
Simillarly, ia the scientific field past participacion ta dts~
1 cussions of sclentific or engineering concepcs, the feasibilicy
, of scientific or technical accomplishments, or proposed Govern~
ment programs in the early stages prior to the formulaction of a
congract or a contract proposal where specific parties become
involved in a matter, does not disqualify ths former personnel
from rapresentation with respect to a contract entered inco at
a lacer time even though the same general scientific maccers
uay be involved in such a contract.

o

B D. Neicther subsection precludes postemployment activities which’

are no more than aiding or assisting anocher. A persoa vho
[ leaves the department to accept private employment may, for

) example, izmediately perform technical work on a contract for
which he had official responsibilicty. On the other hand, he
is forbidden for a year to appear petsonally before the depart-
ment as Che agent or sctorney of his company ia connection with
a dispute over the terms of the contract. He may at no time
appear personally before the department or ocherviss act as
agent or attorney for his company in such dispute Lf he helped
negotiace the concracg.

VII. SUMMARY OF LAWS PARTICULARLY APPLICABLE TO RETIRED RECULAR OFFICERS

A. Prohibited Activicies

9 .
4 (:) l. Claims. A retired Regular officer of the Armed Forces may
- not, wichin 2 years of his recirement, act as agent or

attornay for prosecuting any claim against che Governmeat,

or assist in the prosecution of such & claim, or receive

any gratuity or any share of, or interest in,such a claia

tn consideration for having assisced in the prosecution of

such a claim, 1f such claim involves the Military Depart-. -

sent in whose service he holds a retired status. Nor may- -

a Regular retired officer at any time act as an agent or

) actornay for prosecuting any claim against the Government

N or assist in prosecution of such claim, or receive any gra-
tuity or any share of, or interest in,such claim in consider-
ation for having assisted in the prosecution of such claim,
1f such claim involves any subject macter vwith which he wvas

It directly connected while on active duty (see 18 U.S.C. 283).

2. Selling

¢ . a. A retired Regular officer is prohtbited, at all times,
' ' from representing any person in the sale of anything co
the Government through the Military Department in whose
service he holds a retired status (see 18 U.S.C. 281).

QIR 2
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b. "Puyment muy not be made from 4ny appropriution, for &
periud 0f three vedrs after his uamg is placed on that lisc,
to an wificer un a retired list of the Reyular Army, the
Regular Navy, the Regular Alr Force, the Regular Marine Cocps,
the Reguldar Coast Cuard, the Environmental Science Services
Administracion, or the Public llealth Service, who is engaged
for himself or others in selling, or contraccing or negotlacing
to sell. supplies or war materials to an agency of the Depart-
menc of Defense, the Coas¢ Guard, the Environmencal Science
Services Administragion, or the Public Healch Service." (See.
37 U.5.C. B0l(c) as amended October 9, 1962, P.L. 87-777,
formerly 5 U.S.C. 59(c)). ([Note: The Environmental Science
Services Administracion was abolished on October 3, 1970, and
its functions were transferred to the National Oceanic and
Atmospheric Adainiscration.]

c. For the purposa of this statute, "selling” means:
(1) Signing a bid, proposal, or contract;
(2) Negociacing a contract;

(3) Contacting an officer or employee of any of the foregoing
departments or agencies for the purpose of:

(a) Obraining or negatiating contracts,

(b) WNegoriating or discussing changes in specifi-
cations, price, cost allowances, or other terms of
a contract, or

(c) Secrling disputes concerning performance of &
contract: or

(4) Any other liaison activity with a view toward the ultimate
consummation of a sale although the actual contract there-
for is subsequently negociated by another person.

3. Neicther these statutes nor this Directive preclude a recired
Regular officer from accepting employment with private industry
solely because his employer is a contraccor with the Governaent.

Exemptions From Law Applying to Officers on Active Duty. A retired
Regular ofize» continues 0 be an orficer’ of the United States
for purposes of xzany statutes. However, the laws applying to DoD
pergonnel liated avove do rot normally apply to retired officers not
on active duty who are not otherwvise officers or eaployees of the
United States.

B B Y TR
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LAUS APPLICABLE TO DOD PERSONNEL

There are legal prohibitions concerning the following activities which
may subject present and former DoD personnel to criminal or othet
penalcies:

A. Aiding, abetcting, counseling, cosmanding, inducing, or procuriag
another to commit a crime under any criminal stacute (ses 18 U.S5.C.
201).

B. Concealing or failing to report to proper authoricies tha commiseion
of a felony under sny criminal stactuce Lf such personnel knew of the
actual comaiseion of che crime (see 18 U.S.C. 4).

C. Conspiring with one or mote persons to commit a crime undst any
criminal sctacute or to defrasud the Uniced States, if any party co
the conspiracy does any act.to effect the objecc of the conspiracy
(see 18 U.S.C. 371).

D. Lobbying with appropriated funds (sse 18 U.S.C. 1913).

E. Disloyalty and strikimg (see § U.S.C. 7311, t8 U.s.C. 1918).

F. Disclosure of classified information (ses 18 U.S.C. 798, SO V.S.C.
783); and disclosure of confidenctial information (ses 138 U.S.C.
190S).

G. Habitual use of iatoxicants to excess (see S U.S.C. 7352).

H. Misuse of & Government vehicls (see 31 U.S.C. 638a(c)(2)).

1. Misuse of the franking privilege (see 18 U.S.C. 1719).

J. Deceit in an examination or personnel action in coanection with
Governmant employmeant (ses 18 U.S5.C. 1917),

X. Committing fraud or making false statements in & Governaent mstter
(see 18 U.5.C. 1001).

L. Mucilacing or destroyiag a public record (eee 18 U.S.C. 2071).

M. Counterfeiting and forging transportation requests (ses 18 U.S.C.
508).

N. Eabezzlement of Government money or ptropercty (esee 18 U.$.C. 641);
failing to account for public money (see 18 U.S.C. 643); and embez-
zlemant of the money or property of another person in the possessioa
of an employee by resson >f his Government employment (see 18 U.$.C.
654).

0. Unauthorized uee of documents relating to claims from or by the
Government (see 18 U.S.C. 2835).

L ladl )
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Cartain politicsl activicies (see 5 U.S.C. 7321-7327 and 18 U.S.C.
602, 603, 607, and 608). These statutes apply to civilian employees;
regulations govern military personnel.

Any person who ls required to register under the foreign aAgents Regis-
tracion Acc of 1938 (see 18 U.5.C. 219) may not serve the Government

as an officer or employee. The section does aot apply to (1) Ieserves
who are not on active duty of who are on active duty for craining, or
(2) a special Government employee in any case in which the department
head certifies to the Attorney General chat his eamployment by the United
Staces Government is in the national inceresc.

Soliciting contributions for gifts or giving gifcts to superiors, or
accepting gifts from subordinaces (see 5 U.S.C. 7351).

Accepeance of excessive honorariums (see 2 U.S.C. 44l (1)),

Acceptance, without statutory authoricy of any office or title, of any
kind whatever, from any king, prince, or foreign state by any person
holding any office of profit in or trust of the Federal Government,
anludi;g all retired military personnel. (U.S. Constitutiom, Art., I,
Sec. 9.
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REQUIREMENTS FOR SUBMISSION OF DD FORM 1555 STATEMENTS

DoD Personnel Required to Submit Statements. DoD personnel required
to file Statements of Affililacions and Financial Interests (DD Form
1555) are those indicated in section XIX., of the basic Directive.
DD Form 1555 is at attachment 1, this enclosurs.

Reviev of Positions. Each DoD Component ehall includa in the
description of each position indicated in section XIX. of the
Directive a statement that the incumbent of the position must file a
Scacement of Affiliations and Financial Incerests ss required by
this Directive, All positicne shall be reviewed at least annually
to determine those which require Statements. Any individual may
request a revigw of the decision requiring him to file a Statement
through the established complainc procedures of the DoD Component.

Exclusion of Positions. Heads of DoD Components, or their designees,

may determine that the submission of Statements is not nscessary
for certain positions because of the remoteness of any impairment of
the integrity of the Government and the degree of supervision and
review of the incumbents' work.

Manner of Submission of Statements

1. The Secretary of Defense is required to subait his Statement
to che Chairman of the Civil Service Commission ia accordance
with the provisions of section 401 of Executive Order 11222
(referenca (b)),

2. All DoD civilian Presidential appointees and Directors of Defense
Agencies ahall submit their Statements to the DoD General
Counsel.

3. Personnel of the Office of the Secretary of Defense (0SD) and
the Organtization of the Joint Chiefs of Staff shall submit
their Statements through their superiors for reviev and for-
warding to the OSD Standards of Conduct Counselor.

4. Military Department and Defense Agenty personnel shall subaic
their Statements through their immediate supervisors for reviev
and forwarding to officials of the Military Depsrtments or Defene:
Agencies designated in the regulations of those Departments
and Agencies.

5. Commanders of Untified Commands shall subait their Statements
directly to the OSD Standards of Conduct Counselor. Other
personnel of the Unified Commands shall subait their Statements
through their supervisors to the Deputy Command Counselor in
the Office of the Legal Advisor to the Unified Command.
Commanders who have a dual responeidility as coesmanders of bdoth
joint commands and components shall submit their Statements
rhroueh Service channels.
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i 6. All Statements shall bs reviewed and approved by the appropriace
Standards of Conduct Counselor or Deputy Counselor and the
appropriate supervisor prior to the commencement of service or
assumption of duties and annually chereafcer as prescribed ia sub-
section G. of this enclosure. Designees to positions requiring
the approval of the Secrectary of Defanse or the Secretary of a
Military Department shall execute the Statement in advance of
nomination so that it may be thoroughly reviewed prior to
appointment.

7. Agreements with other DoD Componencs snd Governaent agencies
; involving detailing of DoD personnel shall contain a requirement
that the ocher DoD Component or Governaent agency shall, withia
60 days, forvard to the pareat DoD Component's Standards of
Conduct Counselor a copy of the detailed individusl's Statement,
1f required, and notice concerning the disposition of any conflict
or apparent conflict of interests indicaced.

(L]

Excusable Delay. When required by reason of Jduty assignment or
infirmity a superior may graent an extensaion of time with the con-
surrence of the Standards of Conduct Counselor or Deputy Counselor.
Any extension tn excess of 39 dsys requires the concurrence of the
Head of the DoD Component concerned, or his designee. Any late
Statement shsll include appropriate notation of any extension of
time granted hereunder.

defined in subsection III.C., of the

Directive)

! 1. Each special Covernment employee shall, prior to appointment,
file a Statement of Affiliacions and Financial Interests.

2. The following are exeapted categories of special Covernment
employees who are not required co file Scatemencs unless speci~
fically requested to do so:

.- Physicians, dentists, and allied medical specialists engaged
only in providing service to patients.

b. Veterinarians providing only veterinary services.
c. Lecturers participating in educational activities.

4. Chaplains performing only religious services.

.. Individusls in the motion picture and television flelds
who are utilized only as narrators or actors in DoD
productions,

f. Members of selection panels for NROTC candidates.

§- A special GCovernment ewmployee who is not a "consultent”
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or "expert” as those terms are defined i{n the Federal Per-
sonnel Manual, Chapter 304 (reference (0)).

3. The Secretary or a Deputy Secretary of Defense or the Secretary
of a Milicary Departmant may grant an sxemption to an appointee
from the requirement of filing a Statenent upon a determination
that such {information is not relevant in light of the duties the
appointas 1s to parform.

Annual Stactements. DD Form 1555 Scatements shall be filed by October
3lsc of each yesr for all affiliacions and financial intearasts ae

of Septeaber )O0th of that year. Even though no changee occur, a
complecte Statemenc 1s required. All DoD Components shall nocify the
Office of the Secretsry of Defense Standards of Conduct Counselor

no lacer than December Jlst of each year that sll required Scate-
sents have been filed, reviewed and any problems appropriately re-
solved or explain the details of the outstanding cases.

Interests of Relatives of DoD Personnel. The incerast of & apouse
or atnor child, or any member of one’'s household s to ba veported
in the same manner as an taterest of cthe individual.

Information Not Known by DoD Personnel. DoD Perscanel shall request

submission on their behalf of required fnformation known only to

other parsons. The subsission may be made vith s request for coa-
fidenciality that will be honored even if it includes a limitacioa ‘
on disclosure to the DoD personnel concerned.

Information Not Requited to be Subaitted. DoD personnel are not
required to submit on a Statement any information relating to their

connection with or intarest in & professicnal society or a chsritadle,
religious, social, fraternal, recreational, public service, civie,

or politicsl organization or a similsr organizetion not conducted

as a business for profit. For che purpose of this Directive, educs-
tional and other tfastitutions doing ressarch and developweat or
related work involving grancte of money from or contracts with the
Government sre to be included in a pereon’'s Statement.

Confidentialicy of Scataments of DoD Personnel. DoD Cosponents shall
hold esch Statement io confidence. A Component may not discloss
tnformation from a Statament except as the Component head or the
Civil Service Commiseion msy determine for good cause. "Good cause”
includes s deteraination that the racord or any part of tha tecord
must be relessed under the Freedom of Information Act. Persons
designacted to reviav the Statementcs are responsible for maiatainiag
the Stacements in confidence and shall noc allow access to or die-
closure from the Statements except to carry out the purpose of this
Directiva,

Disqualification. See sudbsection VII.D., of the testc Directive for
requirements concerning disqualification.
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Effect of Stacements on
of DoD personnel are
any similar requireme

Other Requiremencs. The
in addition to, and not {n s

Dt imposed by law, order, or regulation. Sub~
misstion of Statements does not permit DoD personnel to Parcicipate in
mattars in which cheir Participation is prohibiced by law, order,
or regulacion.

Statezents required
ubstitucion for,

DD Form 1555
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STATEMENT OF EMPLOYMENT
(Recuie Reticod O ficarsy
DATA HLQUINL D BY THE PAIVACY ACT
AUTHORITY JTUSC a0l c1and 5 U5 C 8552
PRINCIPAL PURPOSES Information 1s required 110m retired teguiar ulficers 1o ensiie D of Dl P 1

Lo determine wheiRer Luch 1 et of® ERCAGPD (N octivition proNiIDILed DY law or reguistion,
INCIuding thust (het cOuld ratuil 1n 1he 1088 of rrLired Pay Of & IEGUELICS 1A reLired Pay due 1@
Mher Federsi employment.

ROUTINE USES The informaiion supphied uit this (01 ™ i (nrwarded 10 the Mihlary Depariment in wiich the
mdmduu Ruide & oured atalus 303 3 2PPEOPTIStelY (9virmed (O Saure cOmplisacs with

DISCLOSURE. Dusci of he f 18 voi ¥ 18 the sense Lhiat ne criminal pensities will [ollow
{rom (aiuee 10 ile, H the By thep form s required to enabie the Depast-
mant of Defense to smpiement 37 L' SC. 801 (c)and S USC 8532 [f the informausen i3 aet previd.
ad, fusthet investigaiian will ensus which may lsed Lo the WMithhowding of tsnired pay and the ceforvel
ol the matier to the Coinuuollu 1ieneral af the United States or ainer Fo

L. 1 om 8 coguiar retired oflices of the

Deguiments «Dutal
21 Jam (O am ot amployed. (If ioyed, or seif yed, the ress of thu iiem, i/ more iNan one smployee,
last for eeca ioyer a8 & separels sheef)
a. My empleyer’s name snd sddross iy
5. My emaployer saile, or offers (or aale. Lo d fund ies) of the D of Def

ihe Coast Guard, ine Noliaaal Osvenie sad ALmospherne M-n-muun. ar the Public Hesith Service, the (ollowing types of
products of corviene:

Jifiemive wn the affie s iem:

. My postion ulle i

b My dution are, brefly (o compinte description of your ;0b. @ copy 0f your employMment coalveet, or on;’ Siher pertineal

ad )

T SANIPLE

¢ My dutios meiude one or mers of \ha {ollowag activities (8 regard 10 4u sgency specified in itom 3.0

(1) ugmong o bud, ), or . () neg . [R]} unlﬂﬂuonp{ovndmnm
tor 1he of (1) or . 1) neg _m 13 priee, cont
slowances, oF ciher terme of § cor.met, or (W) setthing {{ ofs or (4) any ethey

HANOR LELVHY WILR § VW LOWS 4 the vilimals COMMNMMALIOR of ¢ sale m- though (he actusl contrect therefer is *
substquently negeisiad by ¢ @lher pavese.

O Ne O Ye i1  the off , aitech e2p y detests)

4. 1 bave reveived 4 copy of DaD) Directive 5300.7 ar the reguission usued by my depariment maplemonting thet Disostive.

S. 1 will file & new Statemens of Empioyment sthin J0 days sfter the nformetion is mn Statement hos crased 10 be scturate.
1 undorsiand et if | have been retired for less Ihan INree yoars snd have been employ Y ¢ deof 1 mught slee
e subect 10 the requitement 1o file 1 Repart of Do and Defease Reisted Employment |DD Form 1787) purmuent te 50 USC
1436 end DoD Dwective 7700 19,

pr—
IORATURE care
NAME (Tyged or grnied) PILE/RSN
DD onM I 57 PALVIOUS £01TIONS OF THiS SORM a8t NeSOLETE.
Vian TP
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STATEMENT OF EMPLOYMENT
(Reouur fetired Officers)

ODATA HEQUIHED uY THE YRIVACY ACT

AUTHORITY JTUSC 601 (vr)and 5 USC 5542

PRINCIPAL PURPOSES Lnlormetion is required fiom reured reguler officers 1o enabie Departinent of Defense personnel
tu determine whether such oificers ore engaged in activities prohibited by law or reguiation,
nCiuding thuse that cuuld result in the 1088 of retired pay or a reducuan in tetired pay due to
ther Federai employment.

ROUTINE USES. The information supplied un thiy (atm s furwarded to the Military Departmant 1n which the
ndmdual holds 8 retired status and 18 appropriately reviewed Lo aasute comphiance with
spPlicable statutes and reyuiations.

DISCLOSURE: Duct of the d 0l s voluntary 1a the sense Lhat no criminai penalties wili foilow
from fadure o file. Ho .ihe infor d by this farm 1s required to enable the Depast-
ment of Defense Lo implement 37 U S C. 401 4:] and 5 U 8.C. 8532 If the informauion is not proved-
od, fusther investigation will ensue which may lead to Lhe wathhoiding of retired pay and the refesral
of the matter to Lhe Comptroiier Ganeral of the United States or other Federal scencies.

1. | am » seguiar retued officer af the . and was retired an

{Departmentt (Detet
21 CJ am ([ am not employed. ({f emplayed, o seif employed, campiets the rest of this item; if more than one smployer,
st nfol far eech employer on ¢ s4p sheet})

s. My employee’s name and addrews is

b. My employer sells, or offers for ssle. L0 ag including fund octivities) of the Deper ot Def. N
1he Coass Guard, the Nationsl Oceanic and A A ac the Publie Health Service, the (ollo-ug types of
producta o services:

3 ilitem3Ddis d 1a the offir dete ths item:

s. My poution title is

b. My dutles sre, briefly (o conphu description of your job, & copy of your smployment contreet, or eny other pertinent

T SAMPLE

e. My duties include 0ne or more of Lthe following activities 1n regsrd to sa agency specified in item 3.0:

(1) ugning a bid, pi i, or {2) negotiating o 3) lll officer or m‘ployn of the sagenecy
for the puspose of (i) oblaining or '] (1) negolisting o¢ d '3 ge in price, coss
siowsnces, or other tesms of a or (i) settling disp ef ofa o¢ (4)aay other
Ilmwn uuvuy with o vn- d the of a sale owu l.hough the actual contraet therefot ls +

L d by hey person.
D No (O Yesqr @ 1n the offir attach explanatory detaihs)
4. I have recaived & copy of DoD Direcuive $500.7 or tha reguistion 1ssued by my depanment 1mpl ¢ that Di
S. 1 will file s new St of Empt wthin 30 day: 16 this St has coased 10 be accurate.
1 understand that if | have baen retued for less then three ye loyed by & [ meght aiso

be subject 10 the requirement to file 8 Report of DoD and Defense Reisted Employnmu (DD Form 1787) pursuant ta 30 USC
14368 and DoD Direcuve 7700.18.

SGNATUAL DATH
NAME (Typed or prented) PILE/SEN

PAEVIOUS E0I1TIONS OF THIS FORM ARE NUSOLETE.

Do .52, 1357
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STUDY GUIDE APPENDIX C

.t
OEPARTMENT OF THE NAVY SECNAVINST 5320.20
Otfice of the Secretary JAG/OGC
- . . _ Weshington, 0.C. 20360 4 August 1977
SECNAV INSTRUCTION 5370.2G 4. Definitions

From: Secretary of the Navy
Yo: All Ships and Stations

Suby:  Standerds of conduct
Ret: {s) DOD Dir. 5500.7 of 18 Jon 1977,

¢ i
dards of Cond impl 4

hereby)

Encl: {1} Digest of lawn
{2) DD Form 1556
(3) DD Form 1367

1. Purp Thus instruction implements and suppl

8. Novel persannel. All Civiliun utlicen and cin-
ployees and all active-duty nnlitary persuimel ol the
Departisent of the Navy, including speutal Guveru-
ment eniployces aud p | ot nunepproptisted
fund instrumentalities.

b. DoD cumponents. The Office uf the Secretary
uf Defense, the Militaty Deparuncnis, the Organtsa-
tion of the Juint Chiefs of Swif, the Unified and
Specified Commands, and the Dotense Agencies,

including nonappropriated fund instrumentahitics.

¢ Speciel government smployss. A penon who
'] d, designated, appuinted, or enipluyed (o

ments refercnce (4) 1n prescribing tequired standards
of ethical cunduct govermng il personnel of the
Department uf the Navy; related requirements sppli-
cable 10 all persunnel of certain categories in the
Departinent uf the Navy; amplifying policies fur the
guidance uf pensunnel 1n interpreting snd exccuting
the standards uf conduct and related tequireinents;
and responsibilities and procedures for monitanng
and enforcing coinpliance with the standards uf con-
duct and rolated requirements within the Depariment
of the Navy.

™V 2. Cancatiation. SECNAV Instsuction $370.2F of

2

6 May 1976 is superseded.

3. Scope snd Effect

8. Applicability. The provisions of this instruction
apply to all naval personnsl ss defined in subpacagraph
4a. The provisions of subparagraph 61 (2) apply to afl
retised naval personnel and members of Reserve com-
punents. The provisions of pasagraph 12 also apply to
all retiscd Regulas officers.

b. Violstions. The regulations prescibed in pasa-
uraph 6 of this instruction are a general urder upun

, which disciplinary or punitive procesdings may be

bused 1n appropriate cascs. Noncompliance with other
i of this inste are sxpected tu be cor-

tected by umicly and sppropriate admuni
nmeassuies,

perform, with or without cumpensation, not (o eaceed
130 days duning any penod ot 365 comecutive days,
tenporary duties, on eithsr a tull-tune of Internutient
basie. The thim also includes « Resesve uitiver winte
un active Juty solely for teaiming for any length of
time, une who ls serving on ecuve duty involuntanty
for sny length of time, and une who 13 s1vng volun-
tanly on sxtend active duty fur ) 30 days of Jess. It
does not wclude enbisted petsennel.

o. Qraturty. Aay gitt, lavor, entertaiament, hos-
pitality, wtansportation, luan, say uther tangble e,
and any intangible benetis—fur enaniple, discounts,
passes, and promotional vendur tratning - given of
extended to, ur on behalf of, naval persunncd or then
spouses, minur children, or huuschulds, fur which taie
market value is not paid by the recipient of the US.
Goverament.

0. Appropeiste supervisor. That supestur within
the cham ot suthonty who 15 scquatnicd with the
duties of the naval persoanel vunverned and vean beat
determung the existence and cifect of uny conthict uf
interests of such personnel. Otdinactly, this will be the
immediate superior of 1he persun concerncd. Each
commanding officer or sctivity head should ensure
that sl pervonnel ate awars ot the wWenuity at thew
appIopriste supssvisar.

6. G | policies g ing the cond
petsonnel

a. Propes condust of officiel activities

of navel
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(1) Naval peoanned shall becume taniiar with
the scope of authouty tos, snd the limtations con-
weiming, e achivitivs lot which they have responaibali-
1.

(2) The attcation of naval personnel i3 directed
o the statutury prohubitions which apply to the con-
Juct of naval personnel. See enclusurs (1),

13) Naval pctsunnel shall nut make or recom.
wend airy expendituee of funds or take or recommend
any dutivn knuwa or belicved 1o be i violston uf
USS. luws, Executive Ocders, or applicable ditectives,
matiuctions, of regulations.

(4) In cases uf doubt of the prupriety of a pro-
pused action of decision in terns of regulstion ur lew,
nuval personnel shall consult legal counsel or, tf appro-
priate, s Standards of Conduct Coumetlor ur Deputy
Counscllor (o ensure the proper and lawful conduct
of naval programs snd activities.

A
5. Conduct prsjudicial 10 the Government. Navdl
pesonnel shall svoid any action, whether of ot spe-
cttivally prolubited by thas istruction, whuch might
result 1 ur reasonably be expectsd to crests the
appeatince of:

(1) Usiny public oftice for pravate gain,

(21 Giving pref, 4 t o any pe
of cntnly,
13) dmpedung G mient efficiency or ¢c Y,

{4) Losmg complete independence ot impastial.
ny,

(51 Makwng ¢ Guverament decision vulside off}-
Gl channely, ae

16) Advencly aifecting the confidence uf the
public in the mtegrity of the Guvesament.

6. Standerds of personal judgment. All naval per-
sonmwt will adhers stactly to the standards of conduct
and related requirenienty prascribed in this instrucuon.
In some instances, standards sre iinposed which requirs
the eacicne of persunal judginent. Naval persunnel
st conadet each such istance carefully and be pre-

pated to sccount fus the manncts w which ihe judy-
mient 18 cxercised. Thas 15 particutarly true w situatunss
which invuive acceprance ot huapitality o1 favots Hium
persons ot ontiies who do, us ek 1o du, businen
with the Depastment of Deten.

d. Daeslings with business and industry rep
uvas. Persons who represcar the Guveruncit i busi-
ness deulingy with rep stives of Induairy have
positions ol trust snd grave reapotbility which re-
yuite then tu vbsarve the hughest cthical stundards.
Pracuces which may bs acceptsd 1 the prnalc busi-
neas world are not necessartly scceptable fue navel pei-
sonnel. No persun will sllow hiniscli (0 be placcd 1n o
pusition i which s cenflict of snterests sught are ot
aught justifiably be guspected. Sudh 4 cunthict vl waer-
esis NIy 311ae OF 4PPEAr LU At by redavn ul the ac-
ceplunce of gratuities, or by sny uther activn whiuch
could wil e of ably be mtctpreted o5 willu-
encing ths sinct unparflality that inust prevail 1n el
businexs rolutionslups involvusg the Gover St
impartiality s often pasticularly dittivult to mantan
when businuss relationships wic alluwed tu bovome
uvetly petsund). Neval persvnnsl should 4 sl tines
ensure that persons dutiyg busiticas vr dtteimpting tu dv
busineas with the Depastment ot Detense, un represnt-
ing such sntities, ate nul pernuitted Lo gtatste then-
selves to the extent thal paval persunel heatats 1o
deny requests {ut ypecial treatinent nwde by such pet-
sons or otherwise 10 1ollow the tule uf st nipartial-
Ity when dealing with such pensuns in therr uiticisl
capacities. Acceptance of gratuitics (av matict how
! tly tendered ot 1) 1o thove whu have
ur seek business deulings with the Departiicm ol the
Navy may be & suurce of embatransment 1o the depatt-
ment and 10 the navi) penomict involved, inay aticct
the ubjectiva judguicnt uf the reapient, ud wsy
impair public confidence in the integty of binniess
relations between the departinent and tidustry 1L

phasteed that prolubited contlicts snd appeicat
conflicis of Interests can SoOMeLtiNes 41lxe cven Liam
relationships and 1ransactions which the pensunnc

erned p s niwal. Wheie there s

doubt as to the prupristy uf accepting gratuities,
attendung funcuuns, or accs pting other 1vitstivus wl
s huspitable nature, naval persunnet will scizaim there-
from.

0. Praf (] Special treatinent muat

aut be accorded tu particular individuals or Linn unles
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coipsvabeat tieatmcus 1 aw accurded 10 other inding-
waby w1 Ginina Justitiably cntitled thereto,

t A 9 cuntitcting fi | inter Not.
witlistanding the Lact that they may have filed coati-
dunttal statcments of attiliations and tlnancial interests
1O Fuun 1555), navel personnel inust ¢ all lunes
avond dupusing of tetannng linancal interests which
would disualily them trom petlanimng thew assigned
dutis of fespransitulinies. Suine uf the more likely
stfuattons i which contlicts of interesis might ause
ate whete naval persunanel have Guverninent Juties or
teaponabiliticy refated 10 business entities ~

(1) wath which they, or their spouses, minos
chaldien, ur household members ars associated a3
employces, vitivers, owners, directors, members,
trustees, pastness, advisers, or consultanty;

(2) with which they, ur their spouses, minos
childten, or househoid niembers are negotiating o¢
have acrany for prospective employment; or

13} 1n which they, or theis spouses, minor chil-
dren, o1 houschold members have interests through
ownership of stock options, bonds, secunties ur other
financial arrangements, such as trusts, or through
pasticipation in peanion ot retisement plans.

8. Membership in iati Naval p ]

who are members or officers of non-Govetnmental
ivns or organizat must avoid activities on

behalf uf the assuciation of organization that are
uncompatible with thesr official Government pusitions,
SLCNAVINST 5760.4 (sencs) sets forth the Depacte
ment of the Navy policy tegarding participution by
naval activities and navsl personnel in the uctivities
of ptivaie assuciations, -

h. Eyuel opportunity. Naval persoanel shall scrupu-
lowsly adficre to the Dub program of equal uppostunity
regardicsy ol race, culur, rehgron, sex, age, of national
utgu, 1 scenrdance with equal opporiunity disec-
e, Sce, fur exdnple, SECNAVINST 5350.6 (sernes)
and SECNAVINST $350.10 (senies).

i. Regorting suspectad viol Naval p |
who have intormation which causes them to believe
that uther Dob) personnel have vivlated a statute or
Mandand ol conduct smposcd by this instiuction shouid

e

SECNAVINST 6370.2G
4 August 1977

bring the matier to the aticntion ul the sppropriate
command suthurity. The metter theteafies shuuld be
brought to the attention ot the person cuncerned, fur
pussible resolution without turther counnand activn,
unless the command deternuncs that such commnuns
catian 1s not Likely tv iemedy the problem or will
adversely attect a proger iwveatigaiion ot the matier.

{. Resolving vicletions. The rcavlutiun ot stand-
ards of Buct violations sholl be accompinhicd
praompuly by une 0t MOt measurcs, such & divestituse
of cuntlicting interests, disqualitication fur parvcular
assignments, changes 1n assigned Juties, tetnindlivag,
of other apptopnate sction, 4s pruvided by statute vg
adminisirative procedures. Disciplinety sctions shatl
be in accordance with establiahed personiel prucédures.

Sce para. 6a following.
8. Reguistions governing the conduct of navel pes-
sonnel

o Affilistiom and i iol Naval pe:-

sonnel shall not engage tn any personal, bustuess, ur
professional acuvity, o1 receive ui retain any direcl o
indisect {1 ) t, which places them i a puosi-
uon of confuct between theis private intercsis and the
public wnterests of the United States telated tu the
duties o responsibilities uf their vihicial pusitions ot
the purpouse of this prohibitiun, the private interests
of a spouse, nunur child, and any household iewber
ave 4 o pavat 38 of thie naval personnel.

(1) Unless otherwise expeessly suthurnged by
action taken under 18 US.C. §208(b), all naval per-
sunnel who have or acyuire an oltiliation uf u financiel.
interest which creates & cuntlict ur sppearance ut 4
conflict with their vificial duties ahalt repurt the pos.
ubly disqualifytng interest to the appropiiste supcivi.
301, who shall resolve the maticr 1 accurdance witle
thus 1nstruction. If 1t 18 determined thal the individual
should be disqualitied f10m participauon i any uiticaal
actvities that are sclated to the cunthicting miterest, «
formal disquelification noliee st be seut to the vun-
cerned individual’s sppropriate aupefvhor and imuedi-
ste subordinates. 1t the individual cannut adeyuately
perfurm his wificial dutics alfter such disquahlication,
he st divest hsmsclf of such involveinent ur be
removed f10m that positun .
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(2) Naval pensomst necd ot disquahly them-
aslves nuder thi section, bowever, tur holding shaires
ol s wibily held, diveniticd mutugsi fund of regulated
mvesbinent cotpany  Such holdings are exciupted o
beng tuu remote o mconsequential 1o aifect the
wtcgnty of the services of Guvernment persuninel.

b. Using innde information. Naval personnel shall
it wae, dirccily ot mdiscctly, mside wfurmation w
further a privaie gan for themseives ur vthers o that
wfonnation i not generally availuble 10 the public and
was vblaned by reason of their Dob positivas.

¢ Using naval position. Naval persunnel are pro-
tubited frum using their olsicial pusitiuns to induce,
cuetce, of W any mennes unlawfully influence any
persun, including subordinates, 10 provide any benetit,
financial or otherwiae, to themselves or uthers.

d. Dealing with present and former military snd.
civilian personnel. Naval personnel shall not knowingly
deal on behial® of the Guverament with present or
former Guveranwat personnet, miitary of cinbian,
whaose patticipation i the ransaction would be in
violativn of & statute, regulation, of pulicy set furth in
this instiuction. While all applicable prohibitions are
withi the prahubitiva estublished by 1his subpara-
graph, attention 1s diected 10 the prolubition on

mulugl tuands, 1cal eatale, and dny other conmuditics,
gouds, o services.

{2} This prolubition b wat applicable tu the
on-thne sale by w individuat ot s own personal
property ur privately owned dwelling, ug to the oit-
duty employient of navel petsuinel 4 cibployces
retaul stores ur other sttuations not wluding soliviled
sales.

(31 With regard to wlicitation by and ot Civthian
personnel, the lunitation apphies unly to solicitation
of persunnel under the supervisiun, at any icvel, of the
sulicitor,

1. Anignment of Reserve pernsonnal for traiming.
Naval personncl who are responaible for assiging
Reserves for traning shall not asign the to Jduties
1n which they will obtsin infusinstion that Luuld be
uscd by them o1 thetr private sectur cinployen o
g4in unlair sdvaniage over civilian cunpeisturs,

9. Gratuivies

(1) Except as provided i subpatagraph og( 2)
below, nuval personnel and ther spouses, muur cinl-
Jien, and membess of theie huuseholds shall nut sulicn,
accept, ur agree to accept any gratuity tur thenselves,

bess of thee | of uthers, either ducgtly

retired Regular officers selling ta the Go

through the department 1n which they hold a tetired
status, 18 US.C. §231, the prohibition on former
personnicl acting as an sgent of attueney fur anyone
other than the United States in connection with
“clains™ ay the Gover L 18 US.C. §2u7,
and the prohibition un paying apptopnated tunds to
retired Regular ofticers who are “'selling™ 10 certain
Gouvernment agenuics, 37 US.C. §801(c).

e. C 8 saliciting by naval per . To
ctimtnate the appearance vl coercion, intnudation, of
pressute from tank, grade, or position, full-time naval
petsunncl, except special Goveranwent employees and
Reserve enlisied personnel on active duty for tranung,

“are protubited {rom making personal comnmercisl sulics-
tations us sales to DoD personne) who are juiioe
1ank ot grade, at any wune, on or off duy.

(1) Thus tintacion includes, bud is nut linuted
10, the slicitation and sale of insurance, stocks,

ur wndirectly from, os on behalt of, 4 detenae contrae.
tur. A defenss cuneractor is a persun ot othes entity
which:

{a) 15 engaged in f secks business ur finan-
cial relations of any son with any Dub conpunent,

tbl cunducts operatiung uf activitics that
are either tegulated by 4 DuD cumpuaent ur wgsuti-
cantly affected by DoD decisions, ur

{c) has interests that tiey be substantially
attected by the pesturmance vs nonpetionnance vt
the uificial duties ot Dob petsvnucl.

{2) Thus general prohibitiun dues nut apply tu
the following:

{a} the continued participation th cin-
pluyee wellase o benefit plans vt a totmer employ
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when peintied by Jaw and approved by the appro-
puiate Standaids o Cundudt Counsellur,

(B) the avceprance of unsohicited advertiing
or prowotionsd s that dre less than $5 s secail
value,

{6} tiuphues, entertamiment, prizes, ur swards
1w public service OF achevenient or given 1 games of
countests which wie clearly vpen to the public vt wihiuch
ate oflicully sppruved for naval petsunacl pariicips.

[TV 1A

{d) thungs avaidable to the public (such 48
university schulanships cuvered by Do Directive
1322.6 amd free cxhibihiuns by Delense cuntraciors
at public frade taus),

{e} discounts of concessions extended
Navy- end Munue Corps-wide and reahistically evailable
10 all naval petsunnel;

{f) panticipation by naval personnei 1n ctvic
and community activities when the invulveinent of
Defenae contracton is t¢ frum the b put-
piacs ol any contractor who ig sponsonng, suppurting,
i participating 10 the activity (for example, participa-
ton 1n a little league or Combined Federal Camipaign
lunchevn which 1s subsidized by a Defense cuntractur),

o} sucial activities engaged in by ullicers
in cotnmand and uther naval officials, or thew repre-
sentatives, with {ucal civd leaders as past of coiminu-
ity relations programs of the Department of the Navy
in accordance with SECNAVINST 5720.44 (senics);

{h) the parucipation of nuval pecsunnel in
widely attended gatherings of mutual interest to Gov.
euunent and industry, sponsured or hosted by indus-
to1al, techmical, and professional sasoctations (not by
ndividual contiactars), provided that they have been
appruved 10 accordance with DuD Instructiun 5410.20;

) sstusuions in which partwipativn by
taval persunuct at public ceremoniat scuvites of
J interest to industry ot lucal communities and
the Departinent uf the Navy serves the intcreals of the
Govertunent snd acceplance of the invitation 1 sp-
pruved by the conmanhing utlicer or athcr head of
the activity to which the invites i3 attached,

SECNAVINST 5370 2G
4 August 1977

(i} conuractur-provided tiansportation,
meals, or overnight accotmmodations 1w conocction
with otficial business when attanpaaeis lur Guvern-
ment or cununercial tratpol tation, thcals, of deouin-
mudations a1€ clearly nnpractivable snd the indsvdual
reporiy the CiIrcumstances ut willing Lo i spproptidie
SUPLIVISUL 45 Joun & pusble,

(k) attendunce 4t proamtiondd vendat tiaim-
g seasions whien the vendor'’s producis ot syaicing di¢
pruvided under cuntract o Dob snd the tramng » 1o
fecilitate the utilization ol thuse products ui systesn
by naval personnel;

1) autendance or patticipstion ol navel
persunne) tn gathenngs, cluding sucial events such o
teceptiuns, which are husted by furcign guvetnticnia
ot internativaal organizations, pravided that the secpi-
ance of the invitation 18 approved by the coitianding
officer or other head of the activity tu which the
1nvitee is attached o1, when theie is duubt as tu ihe
propriety of acceptance, by higher authunty {sce
SECNAVINST 1650.1 (scriea) fur turther intutniation
pertaning to gis from foseign governments},

(m) customary exchanges vl gratuitics
betwesn naval personnel and theis incads sod relatives
or the triends and relatives of thetr spuuses, nitor
chuldren, or inembers of thewr houschuid where the
curcumstances make 1t clear that 1t is that iclatiaihip
rather than the busineas of the peisuns cuncerned
which 1s the mulivauing lactor 10f the gratuily and
where it i3 clear that the gratuity 5 nut paid tor by
any entity described in subparagraph og(1) abuve. and

(n) sttuations in which, in the sound judg-
ment of the individual concerned or hiy supeniur, the
Government’s interest will be sctved by naval persun.
oel patticipating tn acuvitics uthetwise prohibiied In
any such cuse, 8 wntten report ol the ciicumsiances
shall be made by the individugl ot lus uppropriaie
superiur In edvance of acceptance, ur, when an advauce
report ts nut possible, withsn 48 houes after avcvpiance,
to the sppropiiate supeivisot, 1l lie 15 nut utherwne
aware ol the scceptance, and (u the appoprtate Sund-
atds ot Conduct Counsellor vt Deputy Courtactlue

(3) Naval personncl whe 1cicive gratimnica, ot
have gratuities teceived Tue them in vitcuinstanees
a0l 10 contormance with 1he sténdacds vt this aeciion,
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shall pronnptly tcport the cincumstances 1o the appro-
pate supetvine tor 3 detainunation 3 to the propes
Jispostion. The sppropaate superviaor shall cotnult
with the Standatds of Conduct Couniellur vt Deputy
Coumcllue.

14) Praweduses with tespect to ROTC siaff
meiuhers gie el tarth i Do) Directive 12158,

h. Recaipts in connection with official travel

(1) Vhe acceplunce of sccommodations, sub-
asatence, v swrvices, furnishied in kind, In connection
with alticisl tsavel {1om suurces vther than those
indicated 10 subparagraph 6g(1), is authorized only
when the individual 1s to be 8 speaker, panelist, project
atlicer, ur uthes buaa fide participant in the activity
attended and when such attendence and scceptancs
# authunzed by the order-ssuing authonty as being
n the overall Governinent mieiens,

(2) Except as indicated in subpatagraph 6h(1),
naval personnel inay not accept petsonal reimburse-
memt frum any source Tur expenses incident 1o official
travel, unless authunsed by their comnmanding otficer
o1 the head uf thew actinty, conastent with guid
p ded by the appropriste Standards of Conduct
Counsellur (pursuant ta § US.C. §4111 ur other
authority). Rather, seimburncinent must be made to
the Guverniment by check payable 10 the Treasurer of
the Unued States. Personnel will be reunbursed by
the Guvernnent in uccordance with regulations relating
to reunbursemient.

(3) In no case shall navel pessunnct aceept rein-
bursciment, either in hind ur in cash, which is extrava-
gang of eaceaive in nature.

{4} When sccommodations, subsistence, or serv-
wes in hind are turnished 1o naval personuet by non.
Governmen sources, cunsisient with this subsection,
appropiate deductions shatl be reported und made in
the travel, per dicn, or uthee allowances payable.

i. Speaking, lecturing, writing, snd sppesrance ae
mpert wiiness

(1) Lacept a3 provided in paragraph 6l (and
fusthes guahiticd 1 pacagraph biny, naval personnel
ate protubited from accepting toes, b t

or hunurana for speaking, lectunng, o witting, or fur
appediung as expert wiagsses befure State agencics,
except in mnstances whee atl the fullowing conditions
cust:

() acceptance uf the payinent troms the
person ur entity tendenag of tunding it would aut be
prohibited under paragraph og;

{b} the individual presents humcif as a
private citizen und not in an uiflcial capacity;

{e) such private activitics Ju not interfere
with the individual’s ot ficsal duties; snd

(@) the individual's appearance or writing

13 not part of his official duties, does not involve mate-

rials which his otficial duies sequise hun 10 prepare
of provide, und does not depend on information
obtained as a result of Gaverniment employment,
except when that tnfusinetion has been pubhished ur
13 gencrally avadable to the public upun request, or it
wil] be made gencially available 10 the public and thie
official authorized to setease such infurmation 1o the
public gves witten authorization fur the use of non-
public informatiun on the busis that the use 1s s the
publgc intesest.

(2} Uanless there is a definite Executive Branch,
Departant of Delenss, of Department ot the Navy
pusliun un 8 matier sddressed in the appearance or
wiiting and the individual has been suthurized by
apprapriats superior authofitics to present that pos-
ton otficially, he shall cxpressly present his views un
that masttes us lus own and not us those uf the Depart-
awnt of the Navy of Depariment uf Detense.

"?LLL of hati ot p s to

wupenors. Naval pesiunnet shall not solicit 4 cuntnbu-

uon from vther Do personnel fur a gift to an oificial
superiur, nake 3 donation of 3 gift 10 an tticul
supesior, uf scceps 8 gift from uther DuD personnel
subucdinure to themselves, This section, huwever,
dues nut prohibis voluntary gifts of contibutions of
numinal valug on spocial occasions such a marnage,
illness, Lranstor, ur retircinent, provided any gilty
acyuired with such contnbutiuns shall not exceed 8
able value,

— o - -




k. Usa ot Guvere fecil . Property, and
manpuwset. Naval pensannet shall not docatly o g
wutly e, tabe, dispose, wr allow 1he use, wkiag, of
disposiing 1, Guvenise it propeety of Gaclitics ol any

hired, pan dusbing priopesty leased to the Guveiaent,
b athet than wihicially spproved purposes. Govern-
wwnt taclitis, jroperty, sid Hanpuwer (suvh o
sdtanery  atenogiaplhitG and ty plag asaistancy, minko-
praph and Chaulteun seivices) shall be used onty lut
il Goyeaent business. Nuval peesanncd have o
postive Caly 1o protet sad cuterve Govenmment
poyretty. Theae provisions do uut preclude the use ul
Govertnent lacilities fur gpproved sctivitics in turthier-
arie ol taval ooty relstivne, pravided they do
wot ndertege with mditary tussions o1 Guvsimnent
business. Sce SLUNAVINST §720.44 (setiea) Lot com-
nmmity ckatiuig guidaige.

(. Use of civitian and military titles or positions in
with | enterprisus

1) Al naval persunncl, except special Gaverp.
ment empluyens, g1 probubited trum using they grade,
1auk, title, on posion I connection with sy coni-
nrectal gnterprise of 1 eadutung any cuniingtuial
poduct. This does wot prectude author Went:ticenun
tor matenials published m acurdance with Dol pro-
cedures. A cuntucroal entesprise is any ¢ntity which
engages i activities which produce wcunie Js delined
w lat, Rev, Code ot 1954, §61, and which has not
bevn exnetupted Lom payug inconie takes punsusat ta
tnt. Rev. Code ul 1954, §501(a).

{2) All reuced military personnet and slf inein-
bery of Reserve companents, not ua active duly, sle
premtticd (o use thenr mitary tiles in connection with
cormeraal emterpries, provided that they indicate
thewr inaciive Ruscove ur cettred siatus, [, huwever,
such use of nulitary titles 1n any way custs Jisviedit
on the Departinent of the Navy ur the Depasiment of
Dhlenss ur gives e sppeatance of sponsuinhiup, wane-
tiun, endogscinent, of approval by the Departinent of
the Navy ot the Depattmeni of Defense, it iy pro-
Inbted. Iy adityon, vussmanders of ovenaeds installa:
tuns sy fusther restiet the use of titles inciuding
use by retied nuhtary persunnel and meimbers of
Reserve components, ot oa active duty, it averscas
dtcas.

v
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m. Outside smploynisnt of DuD pesuaned
(1) Naval personncl shall nut cngage 1 wutaide
cinpluynient ur othier uutaide activity, with o withoul

cotpemationg, that.

{a) wterteres with. o6 o ot congatiile
withl, the pertociiging of then Lonvainannt dutics.

{b) 1y reascnubity be capectcd to bing
duetedit ui the Govermnent o 1he Departinent ol

the Navy, or

() © utherwise wcunsiatent with the

L requaireneits of thas iatsuction, wicluding the rcqgure:

menta tu avoud sctivns snd situstion wiidhi teasanubly
can be expected 1o vreale the appeatance of vunthivts
of interests.

{2} Enbisted naval pensomnel on active duty
nidy nos be videred ur authuiized to icave vl past
10 enguge I a civiftan punsuit, bustsicss, o proleasionasd
aciivity it mtciteres witls the custoary ot iceabag
emipluymient of fucal civibians 1 thast ait, tiade, vt
proteasion.

(3) Active duty Regulas oiticers ol thie Nuvy
and Manine Curps may not be cinployed by sny e
son {urmishing naval supplivs ur war mateiiads 1o the
United States. If such an olticer 1s 30 ciupluycu, i
entitfement Lo pay ceasvs fur su long us he is s
emiployed. .

(4) Off-duty empluyinent of nulitary peosoanet
by an entity involved w g stiike 13 peruisaible il the
person was un the paytoll ot the cutity pros to the
commenceiment ul the stithe snd 1t the cinpivy it
15 otherwise i vuntonnance with the poovisius ot
thus insiruction. Atler 3 sinhe begtng and winle 1t con-
timucs, A0 auliaty persuaned niay weeept cinpdoy nsant
oy hat wvalved entity at the strike location,

(6) Nuval peosunnel sre encoutuged (o engage
0 teaching, tectuniug and woting. Naval pensonng,
however, shall not, either for or without cangeiiag

HOA, engage v activities that ate dependeni on ot

mation ubtaincd 48 a resull ol thelr Guvenucnt em
ployment, except when the mlosmauon hias bucn

D
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pubhshed ar 1s geneiaity available ta the public, v it
will be made generally available (o the public and the
altichl suthonzed toelease such intonnation to the
public gives witien authonzation tof the use of non-
public mturiation on the basis that the use 15 1a the
pabibec ieiest

(6) Civilian Picsidential appuintees in the Depart-

{ wwns ul e Navy shall nol receive cunpensation ot
any thang ol monctary value for any consultation,
lecture, discussan, willing, or sppearance, the subjyect
maltes o) which i devoted substantially to naval
wsposinhiues, prograing, ut vperations or which
i diaws substantiatly fiom official matenal which has

wul hecuie part ol the budy of public infurmation.

0. Gambling, beting, and lotteries. Whle on Guv-
st owned, ledsed, or controlled property, or
vthcrwine wiile on duly for the Government, naval
personnel shall not paricipate in any gambling actinty,
uicluding a luttery ur pool, a game for money or prop-
crty, or the sale or purchase of a number slip or ticket.
The unly caceplions are 1of activities which have been
specitically upproved by the Secretary of the Navy.

0. Indebredness. Naval peesonnel shall pay theu
- Just Linancial ubligations in & tinely manner, particu-
latly thase npused by law (such as federal, State,
and lucal taxes), su that thcir indebtedness does nut
adveracly atteet the Gover t a4 thetr empluyes.
The Depastinent of the Navy is not cequired to deter-
) nne the validity or amount of disputed debis.

7. Related statutes and directives. Attention is
duected tu the following related maiters governed by
ather directives:

s. Reports of delense related employment. Certain
categutics ol present naval persoancl (ormerly smployed
hy detcnse contractorns, wd of former or retired naval
persunndd presently employed by defense cuntractuors,
1€ 1equiied by statute tu repurt their employmnent -
govenunendal uf private. SECNAVINST 5314.5 (series)
anplements the statutury requirements, provides a
turm tur mehing the required report (DD Furm 1787),
and ssugis esponsibility for ensunng compliance with
the Giluye requiretient with cominanding ofticess and
uther heads of sctivities. The reporis prescribed in
SEONAVINSE S3Hd.S (senica) s dn.nncl fruim the

tepotly of statemcnts plewnbcd i thaa nstruciion,
and fatlure 10 file them when requicd inay subject
individualy to cnminal penaltics.

b. Political activities. Chupter 733 of the bedvial
Personnel Munual, article 6210240 o the Buicaw ot
Naval Personnel Manual, and paragraph 1 742.3 w1 the
Muriae (‘\;lé;&_@i.auuu festrictions on pohiical
activities of naval personnel. Related statutea ate Jis-

cussed in enclosure (1).

c. Genaral responsibitities of naval personnel.
Clisptee 11 of Navy Regulatiuns, 1973, prescribes
gencral regulatiung guverning the rghts snd response
Bilitics of naval personnel. 1f any proviston ol tius
imtruchion is found to conflict with & proviaton vl
Navy Regulations, the latter shall be contgolling,

8. Retponsibilities for sction

a. Under Secratary of the Navy. The Under Scare-
tary of the Navy 1 sssigned overall responsibility 1ur
action relating (o standards of conduct of naval pue-
sonncl. Unless a function ts specitically reserved hicrein
to the Sccretaey, the Under Secretary shall act o the "
designee of the Scutetary, with power tu tedelegate. ;
Specific mattess fur action by the Under Sectetary ot
tus Jelegee include: (1) resolutiun ot cuntlicts ue
appsrent conthicts found 1 statements ot eniploynient
and financial atlilistions not reavlved at luwer cohelons.
(2) extensions of tinie ta excess uf 30 days 1ot the
wubnussion of such statements; (3) exclusiun ol post-
ttons (rom the requitement to tile DD Fuina 1355,
cxcept a8 delegated ta commsnding otlicers sud uther
sctivity heads in parsgraph 9k; and () the notiics
tion to the Department of Deletiae equtred by sub-
patugraph 9b(2) |[RCS DD-SECNAYV 5370-1{

b. Navy Depariment othicials. The Cluef ot Naval
Opetations, the Cumniandant of the Manine Corpn
aud the heads of Navy Departitiend uttives ntut uauer
the controt ut Chiet of Naval Operations o1 Com
mandant of the Manne Corps shall provide the Lnder
Secsetary ol the Nuvy by 1S December ui cach year
with the infurmation regardiug naval penonnel witlun
thewr cham of command required to by sncduded
the repurt by the Undes Secretary punsuant to sub.
patagraph 9U(2). [RCS DDSECNAV 3370-1 |

(>
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€. Cummanding otticers end heads of activities,
The basic sesponsibiity tor complying wak the requare-
ments of this st tion rests with individual penson.
nel conened, but the prisnary iesponsibility fo
ciauring such comphance nunt rest with ollicens cxer-
cistig conunand o sunlar suthotity aver penonael.
Lach conunanding otticer ur head of a conmand,
butcan, ottice, ur selivity is specitically reaponsible tor
the Tollowing:

(%) The ¢ g d 10n of the appli-
cable mlurmation in tus mstruction to all naval per-
sonngl within lus organization at least seamtannuaily,

s o mannes which will ensure fainshiasity and com-
phance with the partinent provisions of this instrucuon
by all personne) (1his1s & conlinuing requirenient and
15 10 addition 1o the instial briefing requited by para-
graph 10),

(2} The cstablishinent and continuing exccution
ol the procedures and cuntrols prescribed in paragruph
9, beluw, tu ensure that each position is reviewed as
required by pacagraph 94, that all naval persunnet withun
hus organization who are required 10 file coutdential
stateinents of affiliations and linencial interests (DL
Form 1555) do file them in a timely wanner, and that
such statemcnts are prompily and casclully reviewed;

13} Making deternunations pussuant to this
instruction and 18 US.C. §208(b) with reapect to
disquatitication of persunnel within lus orgenizatiun
from perfuorming duties in wiuch they have conflicis
or apparent contlicts of interests;

(4} Ensunng that Reservists detailed 1o pecform
active duly fur training at lus organizatton are assigned
dutiey which will ;minunize the possibunty that they
may vbtamn infurmanion that cuuld be used by themn
or thetr employers tu gatn an unlaie advanlage vver
civilian cumpetitors; and

{8} Receiving and taking pronpt and appropriate
aclion on reports concerning acceplance of gratuitics
vt uthiet nolations of this instruction, Including enclu-
suie (1) ur related stasutes, by personnel withun his
utganidation.

d. Inspuctors Generel. The Nuval Inapector General
and 1he Inspector General yf the Marine Corps shall
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ensure that penodic adimmnisirative inspections ol
argantzationg undes therr cognzance routinely ncdude
inqusty mio the effectiveness of the vigameaton’s
compliance with the provisions ol tus imtruction,

e. Auditos General. The Auditur General vl the
Navy shall ensure that the Naval Audit Scrvice audit
progiam routinely includes quity 1ntu the clicelive.
nress of the vigamizotion's comphance with the pruw-
sions of this wstruction.

1. Judge Ad G ) and G { Counsel.
The Judge Advocate General and the Generat Count
of the Navy are deatgnated as the Standaeds ul Con-
duct Counacliors fur the Departinent ot the Navy
They shall be tespunsible 10( dvics stid propes isvicw
of alf stundards of conduct prublems withun then
respective arens of jursdiction. The Gencral Counacl
shall be cunsulied concerming prublemis pertatming o,

{2) Acquisition, management, oi disposiiion of

{1) Cuntracting, procucinent. vt auditing; ]!
teal or persunal property, l

{3) Procurement matters In the field of patents,
wnventions, srademarks, or copynghts;

{#) Mibitary Seahift Command matters; v

(6) Office of the Comptrulier of the Nuvy
matters.

In additiun, the Generat Counsel Jhall periosm alt stand.
ards of conduct functions pertaning tu the Secrclary
of the Navy, his Civilian Execulivé Asantanis, sud
members of their respective stalls. The Judge Advocate
General shall be cunsulted with regatd (o all other
problems.

9. Deputy Standards of Conduct C tlors. The

following are denignated as Deputy Standards ol Con-
duct Counsellors ¢nd shall be respunsible tar proviiing
advice and sssstance on msticrs relating to cundue.
and conflicus of interests, and 1or providing legal 1c acw

-]d
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al statcinents o stbdigtions and Ginsncial inteiests
which ate etened s thens:

(1) Withun thie cognizance ol the General
Coumet, aind i thair respective conttands or urgai-
Zatwony

Ieputy General Counsels;
Assistant to the General Counsel (Livigation);

Cuounsel fug the Commandant of the Marine
Corps,;

Counset for the Systems and Facilities
Enguwering Cuonnands;

Counael tor the Comptrotier uf the Navy;
Counsel fur the Military Sealift Coinmand;

Counsel (ur the Office of Naval Research;
and

Cuounsel in charge of OGC field and branch
obtiees, and

{2) Within the cognizance of the Judge Advo-
vate Lenetal, and n thetr respeuve comntands or
INganIZations:

Depuly and Assistant Judge Advocates
Gungtal,

Director, Judge Advocate Division, Head-
quarters, U.S, Marine Corps;

Offiver und civilian attocneys unders the
supervision of the Judge Advacate Generaf; and assigned
tu the conumands, bureaus, and offices of the Navy
[xpariment, as detlned in article 0104.3, U.S. Nuvy
Regulations, 1973, uther than the Office of the Judge
Advucate Genenal,

District judge advocates;

Staff of force judgs advacates un the
stafts of all uther commands having general court.
ftlial cobvenming authosity; end  »

Otfleers in charge b Noval Logsl e

Scrvice Oftices.

Other Deputy Stundards of Conduct Counsellons iy
be dusignuicd by the General Cowmet or by the Judge
Advocate Generdl, as iequited. Where stut sdhcience
o the division uf areas ot tespuintbility under pate-
graph 80 is tmprucucable due 1o such lactugs o iac -
cessibilily or uncertsinty as (o uriadicon, suy Deputy
Standards of Cunduct Counseilo: may be wousulted.
I such a case, the Deputy Stendutds uf Conduct
Counsetlor will render all pussiblc sssistance snd then,
if appropriate, direct the 1nquisy ity tic proper afeas
of responsibility,

h. Dicector of Civilian Personnel. Tl Drtector of
Civillan Pessonnel shall incurpusate the provistuns o
this instruction and enclosure (1) cuncerng civilian
cmployees 1 sppropriate Civilian Peoonnel fnstrug-
tions.

i. Additional duties of senior officials. Tl Com-
maadant of the Mynne Curps snid the Cluct ul Naval
Material, as appropriate, ate reaponabie fut bitnging
the contents of this instruction to the atteniion of the
principal officer of esch cuntracton domg sigmifivant
business with the Department ut the Navy. Cliucls and
heads of comniends, bureaus, and vl lices, conumand-
ing officers, and uther sentor ofticialy shall pertodically
utilize the oppurtunity atfuided by conferences witls
fcpresentatives of industry tu ditect attenlion 1o the
segulations and policies set furth in this 1natruction,

| N of aftiti
(DD Form 1666)

and { 4 i ts

8. Personnael required to fite. The fullowing naval
personnel are required 10 subinit Imtal and snnugl
statements ol sililiations and tinsncial Inierests, DL
Forny 1555 fenclusute (2)], th sccurdance with thiy
instruction unless they are expresaly excnipted.

(1) All cividisn naval pessunnel paid ot o re
equal 10 or in excess of the mutmum rate presenbed
fog eimployees holding the grade GS-to, ndluding the
Executive Schedule.

(2} Officers of flag ur general grade.

10
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13) Connuanding utficess of heads, and exceu
tve ellivens o deputy heads, of:

(a) Navy sl installationg with 300 o
mose mlitary sid Lvilan petsomel (lnclading torcign
national and mditect-ure petsonet) tegulasly attachcd
but eacluding persomied attached tor Juty under in-
atuction; and

{b) ot Maring Curps bases and air stations.

(4) Nuval personnel clasitied at GS:13 ar above,
g 3t @ compurable pay rate under other suthuty,
and members of the muditary in the grade ol lieutenang
colonel, commander, of above, when the teapomibiis-
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0 wdividuals it niation proire sl
tclovisions lields who aie ubiltecid vnly gy statiatons s
actues i Do) priduciions.

(@) mewbiers ot acicction pancis to
NROVC candidales.

(8) Other naval pensomil whe wie icquncd,
with Civil Scrvace Commiasion approval, 1o tile suh
statenents.

b. Time of filing

(%) Initial filing. The uutial tibing must I made
sufliciently in advance of sppuntiicnt (G the case ol

e+ ol such pensounel require the exercise of jud t

} Gavee employees ), numisiation tm lw

w naking 4 Government decaton s in taking Guvern.
nw ot action in regard to activities in which the tnal
decision o action may have a sigmificant ecunvine
impdct ua the interests of any non-fedesal entity. ln-
cluded herein, amung others, are persuns who, a3 part
of tear basic duties, ugn, negottate, recuinmend, ur
appsuve contsacts of uther procurement activing and
thuse who, a3 patt of thelr basic duties, are engaged in
auditing activities, including supervising others who

are engaged in '] ue particay g 1 the
develup ul policies and pr es for perfonn.
ing sudity.

(8) Special Govenunent employees ouier thin
ose in the fullowing vategones (wha may, in any

P
case of designeea Lo posilins fequining the approval
of the Scurctary of the Navy ), o8 the conunenccment
of service ug the asauanpiun ol duties (i all othce
cases), 30 that seview and approval of the (g iy

be cumipleted 10 advance ol appotin i, B,
of conumenceient ol wivice of ssumptiog of dutws
Each officer of empluyee requined (o file g stsicment
shiall subinat it in the presciibed tunia ducetly to s op
propniate supervihur. Iy the case that the spproprse
WPEIVRLT 13 NLE the cuttawnding uiticer of (he ivad
of the activity cuncerned, the appiopriate aupuivivet
will ensure fhat the commanding olficer o uthcs twad
15 niade avrare uf any contlict uf lnwrest ur oihics
matter of which hic must be aware o luthill Lo, eapon.
sibilities under paragraph 8¢ above. Upon transies ot

case, be required 1o file when ficaily ted to

I € lroum one byllct ar position Lo ghaotle

v 9

di s by their apprupriste supervisor):

{a} « special Guvernnient employee who is
nut 8 “consultant” ur “expert” 48 those tenms ate Je-
fined un Chapter 304 of the Federal Personnel Manual.

b} physiiens, dentists, and allicd medical
speclahsts engaged only in providing scevice (o patients.

(e} veterinarians providing only veterinary
tervices.

(d} lecturces participating only 1n educa-
tiondl acuvities.

{o} chapluins perfocming only religivus
wrvices.

for whiia the filing of ¢ ytatement iy 1 yaed, o
ofticer or xmployee shali tile o current stuteincnt
prowiptly with the apprupriate supervisar ol liis now
bulet or pusttion,

(2) Anoual statesients. DD Foon 1359 stae
mients shall be filed by 31 October of cach yeat with
nformation cutrent as ot JU Scptetnbet ot tial year
Even though no changes bave tccutted st the luat
filing, & conplete stateiment 1 requined e Under
Sectetary of the Navy shall nutity the Oltieg ul the
Sectetary of Ixslenss Standards ot Conduct Coumailon
no luter than 31 Decentber of cach year iat alt e
quired statemnents have Liecn filcd and tevicwed, with
al prublenis apprupristely resulved, o hig shsil oa
pluin the details of the vutatanding cases. {KCS
DD-SLCNAV §370.1.{
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13) b aresaton ol filing deadline. When required
by 1eason of duty ssaignaent, infimy, v uther god
cause, & aiperion, with the o ut the Standard:
ot Conduet Counscliorn ug Eeputy Counachiog, may
g ant an extersian ol the iling deadline, not 1o exceed
0 days. Asupeaad, with the concuttence of the
Standusds ot Conduct Counsellor ue Deputy Counsellor
and the Under Sceretary ot the Navy, may grant an ex-
temaon ol the tilug deadling in excess of 30 days. Any
nudl statenmient tiled altes 31 October shall Include
an gpprupiiate notation as to whether sy extension
ol the liling deadline has been granted hereunder.

{4} Quinsion by a conunending ofticer ur head
ol an actvity 1o fumnish a written teminder, as pre-
withed in paragraph Yj, below, shall not relieve an
oltices or empluyes (rom an spplicable filing require.
nent.

& Place of Submission
(1} All Departinent of the Navy civiian Presi-

o ppotntecs shall subnut their statements 1o the
Dud) General Counsel.

{2) Commanders of unified commands shall
subnut theis siatements disecily 1o the OSD Stundards
of Conduct Counsclue. Other persinnel of the unificd
conmnands shall submit theis statenents theuugh Gieie
Spprupriaie supervisur (o the Deputy Standaids of
Conduct Counscilir of Ui unified command.

13} Comunanders who havs 8 dual responsibility
s commanders of both joint and naval commands
shall subsit their statenments through naval channels.

(4) Personnel not serving in a Do compunent
shall submit thewr siatements (o the Under Secretary
uf tue Navy.

(5) Other naval personnel shall submis their
1 t$ to their approp supervisor for review
and furwarding 1 sccurdance with paragraph 9f.

(6} Naval personnel who teport 1o more than

d. Content

(1) Al infurnwnion sepurted shall be cuiieat o5
of 30 Scptembes uf the tshng year.

12) Inierests of uthers. Ihe intereat uf « spouse,
munos chdd, or any member ol vue’s houschold i to
be repurted in the sme et 43 the wiiciest of the
ndsvidyal.

{3} Information not bauwn by nevel penunnel.
Naval persunnel shall requcst subsiusasun on theu be-
half of rsquired infarmatiun known only to ot
persons. A request that the mfotnistion subuuited be
kept canfidential will be liunurcd even it 1t ticludes
not disclosing the mfurmation tu the penun who 1¢-
quests the submissivn.

@) Information not sequired to be subnutied.
Naval persoanel ars not required tu subiut any imbor-
mation relsting 1o their connecuon with of intciest in
3 pruleasional society of a chafitable, religiuus, saxial,
fraternal, cecreationsl, public service, civic, uf pulnn al
OrganIZation ut 8 sinulas urgatization At conducted
a 8 business (ur profit. Fur the purpuse ui thi -
struction, educativnal and vther LUt duling
teseaich 4nd development of related wuik invoiving
grants of munsy from of conttacts with the Govem-
ncat are o be (ncluded tn a petsun’s statciment. Addi-
tionally, naval personnel are not required to repus
ownership of personal savings of chiecking secuunts
{n financial lustitutions, or lite of pruperty imsuiane
palicies, cven though they provide Lo dividends or
cash value,

a. Confidentiatity of of DoD persoanel.
Naval authorities shall hold ench statenent in conn
dence. Infonination from a stat may be dis-

closed, as 8 ruutine use, to federal vHiicials whu, as
part of their ufficral duties, requite accen to the m-
formation and who are Hsted 1 1ho sppheable sysiem
of recurds notice requited under the Privacy Act,
SUS.C. § 5524, and 10 such uther persons to wihom
disclusure is required under the Prvacy Act. the bice-
dom of Infornation Act, § U.S.(". § 552, uf other
provision of law. Persons desigiiated tu review the

a 18 are responsible fur mamtammng the state

one iepurting sentor shall nwet the fling requi s
of cah pusition independent of the other.
-
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f. Review snd duposition

(1) loitial tlang. Al intial statemicnty aliall b
wiewed hor appatent contlicts ol theresis by the
apprapriate Deputy Standards of Conduct Coumcllor
and (e appropnaie supervisit prur (o appanting
G the case of special Guvernineat empluyeea), nomt-
nation (10 the case of Jesipices L0 pusitions requiring
the approval of the Scuretury of the Nuvy ), ot the
commencenent of servive of the sasumnption of duties
(o all wtlwee cases).

{2) Annual filing. Upon receipt of annual state-
ments, the appropriate supervisor shall evaluaie the
statcmient, 10 acvutdance with the stundards provided
n this instruction, 10 deternnne whether & contlict or
spparent coutlivt of intecests is discioaed. The appro-
sate supervisor shall note the results of that gvalua-
tion un the statement, and shall torward the statement
to the cugnizant Deputy Standards of Conduct Cuun-
scllor under puragraph 8f fur legal revisw.,

(3) Disposition

(e} If the apprupriate supervisor and the
Deputy Standards of Conduct Cuunsellor agree that
the statenweat discluses no conflict of interests of ap-
parent conilict of interests, both shall record thew
de i n un the st and the stateient
shall be filcd in the uifice of the appropriate supervi-
sor. In the case uf 3 flag or general ofticer, huwever,
the apptopnate supetvisor shall, befure filing the state-
nwxent, forward a cupy 10 the Chiefl of Naval Persunnel
{Pens-0OF) or the Conumandans of the Manne Curps
(CS), as spprupniate, 10 be retained for use in cuanec-
tion with a possible nomination for sppointinent of
reasugnment 10 3 3- of 4.stas billet.

(b} When cither the appropriate supervisor
e the Deputy Siandards of Conduct Counseliur be-
lieves that a statement discluses a conflict or spp

SECNAVINST 6370.2G
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the record shall be liled as priwided abuve. Otheswae,
the appropriste supervisor and Deputy Stundards of
Conduct Counsellor shalt append their vicws ot the
fecord and, retaining 3 Cupy 0 the oltive of the sppro-
priate superviaot, furwasd the unguial record 1o the
commending ofticer of head of the actvity for teuly.
uon. If the commanding olfives uf sctivity bead s un-
able 10 resuive the contruveny, he shall append i
sumaments and recummendations o |hl¢ tecurd and
forward it to:

(i) The Chief of Nuval Pessunnct, u
the case uf a Navy officer;

i) The Conmandant of the Manne
Cutps, In the case of s Marine Corps uffiver; ur

til)) The Dircciar of Civilian Personnel,
n the case uf 8 civihan emnployes.

The departnxental official thus receiving the record
shall refer it t0 a cognizant Deputy Standards of Cun-
duct Counscllor for legal review and adwice. Cases
which cannot be resclved by the Clised of Naval Per-
sonael, the Conunandant uf the Maiune Courps, ur the
Darector of Civillan Persunnel, 4 sppropnate, shiall be
forwatded tu the Under Seutetary of the Navy, via

the cognuzant department Standards of Conduct Coune
sellor, for final resolution. Cascs 1eferred to the Com-
mandant of the Manne Corps, Chief of Naval Personnd ',
ot Director of Civdlian Persunnel for review shall, wi:cn
finally resoived, be filed in the Bureau of Nuval Per-
sonnel, Manne Corps Headquarters, or the Otlice uf
Civilian Persunnel, as appropnaie, with mtormation

to the ongnaung activity conceinng the ullunate dis-
position ol the case.

L]
{c) Initial seview and local effurts to resolve
conflicts ur apparent contlicts disclosed in annual
sta ts shall be accomplished dy 30 No berf

conllict of interests, the officer ot employee cuncatied
shall be atfurded an oppostunity (o terninate the cun-
Mt of 1o explan the conflict o uppasent contlict in
wiiting. If, aftcr seview of the writien explanation,
buth the appropriate supervisur and the Deputy Stand-
- ands of Conduct Counsellor are satisfisd that thers 15

noconilict u apparent cuntlict, they shall record ther
detennination un the stutement and explanatiun, and

possible, and by 31 December in any event unlcss the
Under Secretary of the Navy hay granted an extenaion
under subparsgraph 95(3) sbuve. Review and 1esulu-
tion of initial statements subnnticd pror to sppuint-
ment of numunation shuuld be accomplihed It
ately. Initlal review and lucal resoiution etfurts cua-
cerning other inttial statements shuuld be accumphiahed
within 30 Jdays after filling.

13
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¢ Special rsquitements co."carning exscutive-level
end 3- and < star Nag and genersl nominees

11 As part of the Scoretasial approval process
1ue a2 hunuinee tu any of the positions desgnbed 1n sub-
paragraph Yu(1), abuve, the ducunents subsuntting the
auvmunce for approval must contan the fulluwing certi-
licalion by the selecting ubiictal, on Civil Scrvice Cume
mission Form Y17, executive selection futin, in item
Jo:

1 centify that (nominee’s name), whom | am nomi-
ting fur the executive level position of (title,
gade or PL designation, and organizational loca-
tion of position) hus execuied « confidential state-
ment of affiliations 1nd financial interests, DD
Forn 1555, that { have evaluated i and had it te-
viewed by a Deputy Swndards of Conduct Coun-
scllor, and that | have found the requirements of
Dob Drrcctive $500.7 of 1S January 1977 snd
SECNAY Instruction 5370.2G to be sausficd.

(2) As past of the prucess for approving nomi-
necs for appoinuinent 1o 3. and 4-s1ar Mag or general
offices poasitiuns, the Secretary uf the Navy niust en-
sure that the nuadines has & cussent DU Fosm 1555 un
file and thet the furm has been tevicwed in relatiun to
the putitiun fus which he is being considered. Further,
the Secretary of the Nuvy is required 10 cause o review
of all relevant sysiems of records maintained by the
Depastment of the Navy, including investigative (les,
t deternine if there is any evidence of the nonunce
having viulated the standards of cunduct. Each nomi-
nativn furwasded to the Sccretary of Defenss niust be

p d by s certification of the Secretary of the
Navy hat the required review has been conducted and
that the review has or has not disclused 8 violation of
the stendards of cunduct,

h. Personnel detsiled 1o other DaD [

quired, and nutice concerning the dispusition of any
conflict o app tconihet ut ts wdicated.

. Effect of stataments on other requiremaents.
The statements required of naval personnel ate in
addition tu, and nat in substitution for, any stutlar
fequirenient impuwsed by law, utder, or regulatiuns.
Submissun af st ts does ot p naval pete
sonnel to pariicipate in matters 1a wiich thictr pertici-
pation is prohibited by law, urder, ur regulation...

| Review of pasiti Each ling ollicer
or other head of an acuvity shall include 1 tie descrip-
tion of esch pasition indicated 1 parugraph 9a ot thus
instructon 8 stateinent that the sncumbent of the
position must flle s statement of sffilistiuns and linan-
cial interests, as tequired by this instruciion. All pusi-
uons shall be revi § ut least Hy, priot tu
30 September, to ¢ thuse which require state-
nents. Any individual may request a review uf the
decision requiring hum to fle a statenent thivugh the
established complaint procedures of the Department
of the Navy. Additionally, esch incutnbent in such o
billet or pusition shall be tenunded in writing, by
30 Scptembet, of the requi 1 10 file a stalement,
il shall be furnishied 4 copy of the feqgutied foim.
Check-off lists shall be utiized to ensure that all state-
ments have beea retuined by 3t October, ur by later
spectliod Jatcs where extensions of tisne have been
panted.

k. Exclusion of posi Ac Ling olticer
or ather head of an activity inay deternune that the
submission uf statements is not necessary tof cetlan
pasitions described in subparagraph 9u(4) bevsuse of
the remioteness of sny tnipairment of the integnty of
the Guvermnent and the degree of supervizion énd te-
view of the incumbents’ work. The Under Scuictary
of Uio Navy shall make this detennination as to any
| described In subparagiaphs Yu(l), (2), (1),

and Governmaent agenciss, Agreements with uther
DoD cumpunents snd Guvetnment agencics invulving

and (5).

detailing of naval persunnel shall contain a req t
that the othes Dol componens or Guvernent agency
shall, within 60 Juys of the filing ime specitied n sub-
paragiaphs 9b(1 ), (2), and (3) sbave, forward 1 the
appropeiate Navy Standards of Conduct Counsellor

8 cupy of the detmled individual’s sistement, If re-

10. Infor top wl. The Cluel ot Naval
Operations and the Coinnuandant uf the Manne Curpy
shall enaure that all nulitary persunnel — icgardiess of
the program in which they are participating ot their

duty status — receive, a3 part of thew initial ur acces-
sion training ut upon the ssumptivn uf Juties
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full g utsal apy L or enfistment, an oral
haching 1cgatding the provisions of this nstiuction,
Ihe Cluef of Navat Oy and the C latrd

ol the Matine Corps shall also ensure that all miary
petsunncl, except cnlisted persunncl nol required (o
tile ale s uf atiiliations and (i } nteiests
(DD Foin 1555), receive & copy of this inatructiun o3
past uf the wiel biiefing on tus tastisstion. The e
rector ol Civiian Persuancl shall eusute that ol cividian
pessunngl isccive a copy of end an oral brsling re-
garding tie provisions of thus instruction preceding
employment or upun sssunption of dutics. All per-
sonncl shall attest in writing to their sttendance at
the required bricfing, that they have read this insituc-
Gua, and that they uadersiand v requiseinonts un-
pwsed heteby.

11, Privecy Act consideration

& Cunfidential statements of affillatiuns and
financial interests (DD Farm 1555) and statements
of employinent (DD Form 1357) contain sensitive
personsl infarination and care shall be excrcised to
ensure that Uty e seen vnly by persunnel on » need-
t-know basis in connection with their official duties.
In this regard, sec paragraph Y¢ abuve. Adequate safe-
guards shall be utilized 10 prevent inadverient vs un-
suthonsed disclusures of the stateinents dusing feview,
transnuttal, and sturage. In additon, SECNAVINST
5211.5 (series) prescribes other yeneral restrictions
and sequisencnts applicable 10 the cullectiun, use,
and dissemination uf these fecurds, and contans Rules
ol Conduct Hnder the Privacy Act which ste applicable
to all neval personncl.

12. Reporting of past-reti ployment

8. Each reured Regulus uificer of the Navy and
Matine Corps shall keep the Dupartment of the Navy
ivised of his pust 1 employment scuivitics.
All retired Regular officess whuse nsines have been on
the tetired bist for thice years ug less shadl file a sute-
mient of empluyment (DD Form 1357, see enclusure
3). All retised Regulas officers whuse nanes have been
un the retired just for over three years are encoutayged
. Vo use DU Form 1357 10 tepurt their pust-retisement
cinploymeut activities. In any event, officers whuso
nanies have been on the reured List fur inute than tiuee
yeuss shall, at ¢ minimum, keep the Department of

-
wt B Y )
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the Navy advised as 10 whcther they are cinployed by
any agency, instrunentaity, of Jepatiuat of the
United States and, il 30, the pusiyun title and em-
pluying sguncy. In the cvent that repurting the inles-
mation required would Wwind 1o diow thet the otlicer
cuncerned was viulating o hed violaied 181U S.C.

§ 281 or sny uthes crinunal provision, the Liing €-
quuement will be wattalied by 8 wiitten retused, sgned
by the officer concerned, 1o provids the requised 1n-
fornsuon un the baus thst the infurmation may teud
to incnnunaie the vitices. Lach Regular olljecr isunng
hescafier shiall flle s statcnent withn 30U days sited
tetisement. Whenever the infurmation repuricd
changes, each such officer shall make sn spproptiate
repur) within 30 days of that cheange. The Comprioiier
of the Navy ((ur Regulas Navy ollicets) and the Con-
mandant of the Matine Cuips (fur Regulat Marnne
Corps officers) shull advine canh ulliver requuied tu

file of die continuing need to tepurt their paat sctue-
ment smpluyment scuvilics & sct forth sbuve.

b. Reports of pust-ietitement employment shall
be submitted ~

(1) in the case of a retued Regulas Navy of-
fiver ~ tu the Commanding Ofticer, Navy Ftnance
Centor (Retired Pay Division), Cleveland, Oll 44199,
T

(2} in the case of a retired Regular Manne
Cusps officer ~ 10 the Cununanding Ofticer, Matine
Corps Finance Center, Kansas City, MO 64197,

& The Chief of Nuval Personnel or the Conunend-
ant of the Manine Cutps, as apptupnete, shall provide
each Regular officer retining hetealter, ay patt of the
reurement check-uut procedures, with Jear notiug-
tions ing the reqy tunder tus tnstruc-
uon (o repurt past-reisement employnent 1hoe -
structions should be cuimbmicd, wheire appiicablc, witn
the instructions prescribed 11 SECNAVINST S314 S
(series) concanung the pusaible aduitnmal 1eyuiiement
to file repoirts of Dub) and delense related cmpluynicat
(DO Fotm {787).

d. The Compirulier of the Navy ur the Cume
avandant of the Manne Curps, as appiopriate, 1 re-
spunsible fur the review of all reputts ut post-rctue-
ment empluyment filed by reured Regular Navy and

15
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Masiue Corpe utfieets, 10 cisure cumpliance with
spphicable laws and regulations,

6. 10 a0 sppascat viokation of law of 1o gulotion i
nutcd upod teview uf 3 teport of pust-retgeicnt cm.
ployment., 3 cupy ol the report shall be tramsimnied ta
Uie Corunnander, Navy Accounting and Finance Uenter,
wt Conupandant uf the Munne Coips, as appropriate.
1 that uliwial detetmines that @ violstion may lieve
becn comnnitied, 4 copy of the statement shall be
furwatded Lo the Judge Advocate General (Code 13)
fur such additional review, inquiry, advice, of furdiee
athon as may be warranied.

1. The legal hnutations on sales by reiued Kegu-
lag oificers are discussed in enclosure (1).

13. Action. The provisivas of this instruction shall be
dinaenunated to oll naval personnel upon receipt, fur
their compliance. All addressees shall take the action
requited by parugraphs 8 and [0 of this instruction.

14. Efective Date. Thus instruction shall be eftective
upon publication In the Federal Register.

142

16. Availability of formas, Sappiscs of DD Fapn 1335
will be avaitable u the Forns and Pubiiations 5o
went ol tie Navy Supply Systcim beghoug i swop-
tesitber 1977 umder stanh nuimbier G1O2.LE-WL-9330
Supplics of Civad Service boan 7 sre avadabic 1 il
Lotniy anid Publications Scgnwnt of thie Navy Supply
Systens utidet stonk number VIUL-LE1T 0002
Supplics of DD Vot 1357 wic available toin the
Commanding (Mticer, Navy Fnance Comer, Cloveland,
Oluor, and are ot stancied i tie Navy Supply Syatess.

18. Report. Symbol DD-SLUNAV $370-1 has been
angied 10 the porlng requistneit contaned
paragraphs 8a and b and 9b(2).

W. GRAIIAM CLAY TOK, §1.

Appruved: 16 August 1477
/s L. NIEDERL CUINER

for DEANNL U SIEME K
Genetal Couned
Dupartment of Detfeunse

Oistribution:
SNOL Parts Y and 2
MARCORPS Codes H and |

Stocked:

CO. NAVPUBFORMCEN
5801 Tabor Ave.

Phite., PA 19120
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SEOMWVLIST 5370.26G

' DICEST OF LAWS

Confiice of Intarest laws . -

| 8 18 U.S.C. 203

Subsection (a) prohibitlons sre sncompassed by prohibitions in 18
U.S.C. 203 below. Subsection (b) makes 1t unlawful to offer or
pay compensstion, the solicitation or receipt of which {s barred
by eubsection (s).

11, 18 U.8.C. 205

A. This saction prohibits Government personnel from acting as
agent or sttorney for anyone else before a department, sgency,
or court in conaection with say particular matter ia which the

i United Status fe 8 party or has & direct snd substsotisl
: interest.

B. The folloving exemptions are alloved:

1. Section 205 does not prevent Government personnel fros
giving testimoay under ocath or making etatements Ttequired
to be made under penalty of parjury or contempt or fros

- representing another person, without compensstionm, in &
dieciplinary, loyalty, ot other personnel matter.

2.  Section 205 eleo authorises s limited waiver of its
restrictions and those of section 203 for the benefit of .
an officer or employee, including a special Governmeut
esployee, who represents his owa parents, spouse, or
ehild, or a person or estate he serves a8 w fiduciucy.

The vaiver 1s aveilsble only 1if approved by the official
msking appotintmencs to the position. Ia no event does the
wvailver extend to his representation of any such person in
satters in which he has partictipated personslly sad
substentislly or which, even in the absence uof such per-
ticipation, are the subject of his offlcial vesponsibility.

3. Finally, section 205 gives the Head of a departmenct or
agency the authority to allow a special Government ea-
ployea to reprevent hie regular eaployer or other outside
organization in thy performance of work under a Government
grant or contract, if the department or sgency head cerct
fies and publishes in the Federal Register, that the
national faterest requires such representation.

III, )8 U.S.C. 208
A. Subsection (e) requires cxeccutive branch personnel to refrain

from participating ae Cuvernment personnel im any matter ia
which they, their spouses, winor children, or partnecs have
-

Enclosure {1)
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1v.

v.

vi.

finsncial interests or tn vhich businesass or nonprofit organi-
sations with which such personnel ure connected or ufe weeking
smployment have {inancilsl intecesats. A “particular mutter” may
be less cunctete than an sctusl contract, but 1s somsthing sure
specific than rule muking or abscract sctencific principles.
The teet 19 whather the {ndividusl might reavonsbly esntictipate
that his Covernmeat 4ction, or the decision in which he per-
ticipatss or with ruspect to which he advises, will have
direct and predictable uffect upon sych finsncial interests.

B. Subsection (b) permite syencies to grant an ad hoc exemption
{rom subsection (a) 1 the outstde financial interest s decmed
not substantisl wnough to affect the iotegrity of Government
services. Categories of flnsnciul interests may aleo be mude
nondisqualifying by a genersl regulatioa published in the

Yederal Register.
18 U.S.C. 209

Subsection (a) prevents executive braach perecnnel from veceiving,
and anyone from paying thes, sny salary or supplementacion of valary
from & private source as compensstion for their Covermnsent eerv-
icea. Sudsection (b) perwics participation in & bonas fide pension
plan or other employee welfare or banefit plan meintatned by a
former employer. Subsection (¢) cxespts epecisl Goverument
employaes and anyons werving the Covernment without coepesnsativa.
Subsection (d) exempts contributions, swards, or other expunses
vuader the Covernment Employees Traiaing Act (5 V.3.C. 2301-2319).

37 u.s.c. 801 (a)

A Reguler Navy or Regular Marine Corps offficer on Sctive duty msay

not be amployed by snyone furniching Nsval supplies or war mate-

rials to ths Unitaed States. If such an officer 1is so employed he {6 noC
entitled to any payment from the United States during that empluymenc.

18 U.S.C. 207, APPLICABLE TO FORMER DOUD PERSOMNEL

A. Subsection (a) parmaneutly prohibics former DoD personnel from
ecting as agent or attornsy for anyone other than the United
Stetes in connection with msttere involving & specific party
or parties in which (1) cthe United Stuces has & direct and sub-
stantisl fnterest, and (2) the forwer personnel pesrticipated
persocnally sud substantially while lwlding & Governmunt pasition.

3. Yor 1 year after having had relaced official responsibilitics,
formar DoD personnel arv prohibited from parsonsl appearancus
before a court, depsctment, or sgency of the Govurnment as
agent ur attorney fur enyune other thaa the United States
GCoverument (eubsecciovn (b)),

Exclosure (1) .
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C. Past parcticipation in or official responeibilicy for yuneral
sule making, the formulation of guneral policy or stendurde,
or other siallar mattecy Joes not disquelify former personuel.
Similarly, in the eclentific f(leld past purcicipation tn die-
cussions of sclentific or ungineering concepts, the feasibilicy
of scientific or technlcal sccomplishments, or proposed Guvern-
' sent progrems in the cucly stages prior to the formulatioun of &
j contracC Or & contrect propowal where speciffic partice buecume
tavolved in & matter, does not disquelify the former perwonucl
from representation with respect to & contract encered Intu ot
8 later time even though the same general sclentific wetters
may be involved 1o such & contract.

D. Netther subvection precludes postesployment activicties which
aTe no more than aiding or asaiscing snocher. A person who
leaves the department to sccept private employsent wmay, four
example, immediacsly purforam technical work on & contract for

i vhich he had officisl responsibilicy, On the other hend, he
1o forbidden for & yJar to appear personally before the depart-
ment as the agent or actorney of his company {an connection with
s dispute over the terus of the contract, He may ot no time
appear personally bofore the depagtsent or otherwiee act as
sgent or sttornsy for his compeny in such dispute if he helped
negotiste the contract.

VII. SUMMARY OF LAWS PARTICULARLY APPLICABLE TO RETIRED REGULAR OFFICERS

A. Prohibiced Activities : ,

1. Cleims. A retived Regular officer of the Armed Forcus may
not, within 2 years of his retirement, act as sgent or
attorney for prosecuting sny clsim against the Covernmeut,
or sseist in the prose¢cution of such a claim, or receive
soy gratuity or any share of or inturest im such a clulm
in consideration for having assisted in the prosccutiun ot
such a clata, {f wuch clale involves the Military Depart~
sent in whowe wervice he holde a retired status. Nur aay
8 Regular retired officur at any time act as an e¢gent ur
attorney for praosecuting any claim sgainet the Covernment
or sesisut ia prosccution of such claim, or receive auy jra-
tulty or any share of or tncervst in such claim in consider-
atfion for having asststed Ln the prosecution of asuch cluim,
1f such claia involves any subject catter with which he was
ditectly connected wiile on active ducty (see 18 U.5.C. 283).

2. Selling

8. A rutfred Regulac offfcer s prohibited, at all times,
from reprusenting any pereon in the sale of unything to
the Government through the Hilitary Department tn whouse
service he holde & retired status (wee 18 U.S.C. 281).

3

Enclosure (1)
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b. "Paysent say not be wade [rom any appropriaticva, for a
period of three ycars after his name fe placed on that lisce,
to an officer on a retired list of che Regular Aray, the
Regular Havy, the Regular Alr Force, the Regular Martuc Corps,
the Kegular Couast Guard, the Environmencal Science Services
Adwintstracton, ur the Public lUeulth Service, who 18 engagcd
for himself or others In selling, or contracting ur ncgotlating
to sell, supplices or war meteriale’ Lo an agency of the Depart-
ment of Defensa, the Cusst Guard, the Enviruumental Scicnve
Services Admintatratton, or the Public Health Service." (Sec.
37 U.S.C. 80t(c) as emended October 9, 1962, ¥.L. 87-277},
formerly 5 U.S.C. 59(c)). [Note: The Eaviroamentel Scicace
Services Administration was abulislied on October 3, 1970, and
its functions were transferred to che National Ocednic and
Atmospheric Administracion,}

¢. Vor the purpose of this statute, “selling” weans:
(1) Signing & bid, proposal, or contract;
(2) Negotiating a contract;

(3) Contacting an officar or employee of any of the faregoing
. departments or sgencius for the purpose of:

{a) Obtaining or negotiacing contracts,

(b) MNegotiating ot dilcuooln; changes 1o specifi-
cations, price, cost sllowsnces, or other terms ot
8 coantrscc, o¢

(c) Settling disputes concerning perforasnce of a
contract: or

(4) Any other lfsison activity with a view towird the ultimate
consummation of a ssle although the actual contract there-
for 18 subsequently negoctisted by another person.

3. Neither thess statutes nor this Directive preclude a retired
Regular officer from accepting employment with privite industry
solely bacause his enployer is & coatractor with the Governavat.

8. fEaemptions From Law Applying to Officcre on Active Duty
A retired Regular offficer concinuus to be an “officer"” of the ULasted
Sctates for purposes of many scatutes. However, the laws applying
to DoD perwonnel listed above do not normally apply to retired
officers not on sctive duty who are not otherwise officers or
employees of the United Scutes.

4
nclosure (1) .
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LAWS APPLICAMLE TO DOD PERSONNEL

There ere legal prohibitions coacerpning the following activities which
may subject present sud furmer DoD personnel to criminsl or other
penalties:

A. Alding, sbetting, counseling, commanding, inducing, or procuring
another to commit & crime uader any criminsl statucte (ses 18 U.S5.C.
.201).

.- B. Concealing or failing to repart to proper authoritiss the cosmissicn
of a felony under sny crisinal stscute 1f such psysonnsl knew of the
actual commireion of the crime (see 18 U.8.C. 4).

C. Cooepiring vith one or more persons to commit & crime under sny
criminal statute or to defraud the United States, if sny party to
the conepiracy doee any act to effect the objsct of ths conspirscy
(eee 18 U.S.C, 3I1).

D. Llobbying with appropristed funds (ses 18 U.S.C. 1913).

£. Disloyalty and striking (see 5 U.S.C. 7311, 18 V.5.C. 1918).

?. Discloeure of claseified information (sees 18 U.S5.C. 798, 30 U.S.C.
783); and disclosure of confidencial tafocmsclon (ece 18 U.5.C.
1905).

G. Mabftual use of intoxicants to excess (vee 5 U.S.C. 7352).

H. Misuee of a Covernment vehicle (see 31 U.S.C. 638a(c)(2)).

I. Misuse of tha franking privilege (ses 18 U.S.C. 1719J.

J. Daceit in an examivation or personnel action in connection with
Covernment smployment (see 18 U.S5.C.. 1917). )

K. Comaitting frsud or wakiog (slge statementu {0 & Government matler
(see 18 U.8.C. 1001),

L. PMutilating or destroying s public record (see 18 U.S.C. 2071).

M. Counterfeiting and forging transportaction vequssts (eee 18 U.5.C.
508).

’ N. Esbueszlement of Covernnment mouey or property (see 18 U.S.C. 641);
falling to account for public money (see 18 U.S.C. 643); and embez-
zlement of the money or property of another person in the possession
of an employes by reawon of his Government employment (eee I8 U.S.C.
. 654).

0. Unausthorized use of documents relating to claims from or by the
Covernment (see 18 U.S.C. 283).

S Enclosure (1)
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! r.

1.

Cartaln political sctivities (see 5 U.S.C. 7321-7327 eod 18 U.S.C.
602, 60}, 607, and 608). These statutes spply to civilian employcss;
regulstions govern military personnel.

Any person vho is required to register voder the Foraign Ageats Regle-
truacion Act of 1938 (see I8 U.5.C. 219) may not ssrve the Goverament

as an offlicer or employee. The section does not apply to (1) rescrves
who are not on active duty or who sre ou active duty for trainliog, or
(2) & specisl Government cmployee in any case in which the department
head cectifics to the Actoracy General that his employwsat by the United
Ststes Covernment ie in the natiocnal interest.

Soliciting contributions for gifts ar giving gifte to superiors, oc
accepting gifta from subordinates (see 5 U.S.C. 7351).

Acceptance of excessive honorsriuma (sse 3 U.S.C. 441 (1)).

Acceptance, vithuut statutory authority of any office or citle, of any
kind whatever, from any king, prince, or foreign stats by any person
holding sny office of profit 1a or trust of the Federal Governaent,
including all recired military persosuel.

(U.S. Constitution, Arc. I, Sec. 9.)

Enclosure (1) ¢
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STATEMENT OF EMPLOYMENT
(Regulor Retsred Officers)
DATA HLQUIKLO BY THE PAIVACY ACT

JIUORITY: Tusc.s (e)nu » UBC 5833
FRINCIPAL PURPOSES. lnlumuuoa L8 tequired fcom retised regulss oiflcers ta .-.u. Department uf Defones perascasel
her such ot e engaged in hibited by law or [

including those thet cuuid resuit 1n
olher Peders) empluynwent.

10 1008 Of retived pay u & teduciiva ia retited pey dus lo

4 HOUTINE USES: The infurmatiun suppliod ua tha furm is lav-ud-‘ 0 the Huuuy Depasriment in which the

. ladividuel hulds & 1etirad ohlu snd is 80P y d (0 assure with

P ) ppilueble ot and ey

:; .. . INSCLOSURE: Deacld ol the d Inf  vol ¥ i the sense that au criminel pensitics will fultuw

§ - from feilure to {1le. I, . the 1al, d by this fuim s required tu o Dupart-

moat of Defence Lo implonmnt 37 U8 C. 801 (c)end 8 U8 C. $833. If the infurmativn ts ast provid-
od, furthar inscstsgation will snsue which may lead 10 the withholding of retired pay aid Lhe satervel
af the matter to the Cumplruiier Gengral of the Unitad Hietas of othar Feiderai sgeniirs

. ) 1. [ am s segular vetired offiswr of the » aad was retired on

(Deperimants dhaier
<1 0 n- D am not smpiuyed. {If employed, or saif empioyed, complete (e rest of this (lam; if more ihen oas employer,
list d ion fur each '/ onae oheet)

s My t-'hyn s sama and addsens bs

T . ». My employer sils, o offers {or sale, t0 {includ, d of the Department of Defense,
<« ] i Cosst Guasd, the National Oceanic and A ‘ Ad ar the Publie Hesith Service, Lhe (vilowing typws of
preducis ur services;
3 Hikem2bie d ia the affir , plete this itam:

. My pusition ticle is

. My duties are, briefly (a complele descriplion of your job, s copy of your employment coatract, o7 any uihar periment
info may be hed):

- i B b

¢ My duties include one or mors of the fulluwing ectivitios ia regard Lo an ageacy apecified ia item 2.0

R

{1) signing s Nd propaal, o t (2) /| s . (l) ing sn .'ﬂ.' or empioyes of the agency
for the ([ of {i)od g or (1] i di ing Oecal price, cunt
alluwances, or other terms of & conuna or (m) sottling dusp ] ofs or (4)any other
lhuo- ncumy with s view toward the uitimaie consummation of & sale cvn noua the actual santract therelur 1o

gutisted by hes persun.
D Ne ] Yes (it d in the a/fr altach ' Y detes)
L)
4. ] have received a copy of DoD Dicective 5500.7 or the regulstion issusd by my depariment imp thet D
6. [ will hie » new Sistement of Employment within 30 deys sftes the inf s this 88 has coasad L0 be accweta.
| vaderstand that f 1 have beun retited {ar less Lhan three Yours and heve been Noyed by a del L1 mught [
H be subject Lo the reyuirement Lo file 8 Report uf DoD end Defenss Halated Bmploymenat (DD Form 1787) pursusut Lo b0 LEC
1438 end Dol Directive 7700.18.
£ SIGNATUAG oata
“ma i (Typed or printeu) FILEASN
DD FOAM 1357 PRYEVIOUS DI TIONS OF Tril FOAM ARE VSSOLETE.
Voan 32
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STUDY GUIDE APPENDIX D

True/False Test for Ethics and Standards of Conduct Training Course
Question Set #1

i. SECNAVINST 5270.2G and DOD Directive 5500.7 applies T F
to all Government employees and active duty military
personnel including special Government employees
and non appropriated fund personnel.

2, A gratuity is any gift, favor, entertainment, hosp- T F
itality, transportation, loan, any other tangible
item or benefit given or extended to, or on behalf
of, naval personnel or their spouses, minor child—
ren, or households, for which fair market value is
not paid by the recipient or the U.S. Government,

3. In case of doubt, concerning the propriety of an T F
action or decision in terms ofethics or standards
of conduct the person should review the applicable
instructions. If the instruction 1is not clear as
what to do, ther person should attempt to make the
best possible decision.

4, A relative who works for a defense contractor asks T F
for some information concerning the profit percen-
tages used by another defense contractor. Since he
is your relative you can give him the information,

5. It is all right to accept any gift, gratuity, or T F
favor from a sales representative or contractor as
long as the value of the gift is less than $5.

6. Government employees and members of the military T F
service may hold any kind of outside job.

7. All Government employees, except special Govern- T F
ment employees, are prohibited from using their

grade, rank, title, or position in connection with

any commercial enterprise or in endorsing any

commercial product.

Naval personnel shall not solicit a contribution T F
from other DOD personnel for a gift to an official

superior, make a donation or a gift to a superior

or accept a gift from other DOD personnel subordine

ate to themselves.

(e ]

9, It is a good practice to develop strong personal
friendships with sales representatives or contrac-
tors since they can sometimes help in obtaining

v’ needed material quickly.
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10. A Government employee who is writing a book on T F
his own time may use inside information associated
with his job in this book.

11. A Government employee needs Department of the T F
Navy approval for Government material addressed in
a book written on his own time.

12. A former Government employee now works for a T F
defense contractor. There is nothing wrong with
him going to lunch with office personnel once
a week,

13. CDR Smithis A part time stock broker. It is T F
allowable for him to solicit good stock buys
for his office personnel.

l14. It 1s not proper for a defense contractor to T F
buy lunch for a Government employee who is admin-
istering the defense contract of the contractor.

15. Luncheons or dinners at a contractor's plant on T F
an infrequent basis, when the conduct of official
business within the plant will be facilitated
and when no provision can be made for individual
payment is allowable.

16. Social activities engaged in by officials of the T F
department officers in command or their represen-
tatives with local civilian leaders as part of a
community relations program is allowable,

17. It is recommended to utilize contractor provided T
transportation, while on local official business
to save on Government expense.

18. Acceptance of contractor provided transportation, T
meals or ovenight accomodations in connection with
official business may only be authorized by the
order issueing au-hority.

19. Participation by DOD personnel in a community T
little league which is sponsored by a defense
contractor is prohibited.

20. It is not proper to participate in a football T
pool at work.

2l. Government facilities, property, and manpower may T
be used only for official Government business.
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22. 1f the above question (21) is true then the use T F
of a Government facility by a church or community
group is prohibited.

23. All retired military personnel and all members T F
of reserve components not on active duty, are per= |
mitted to use their military titles in connection
with commercial enterprises.

24. An active duty officer of the regular Navy or Marine T F
Corps may not be employed by any persons furnishing
Naval supplies or war materials to the United
States and continue to receive his service pay.

25. No enlisted member of the armed forces on active T F
duty may be permitted to leave his post to engage

| in a civilian persuit or business for hire if the

business interferes with regular employment or local

civilians in their art, trade or profession.




'

True/False Test for Ethics and Standards of Conduct Training Course
Question Set #2

|
l. A Government employee may not take part in any T F
political campaign.

2. There is nothing wrong with a Government employee T F
buying stock in a defense company which {s just
about to be awarded a large defense contract.

3. Concerning conflicts of interest, DOD and the T F
Navy are only concerned with the affiliations and
financial interests of the Government employee.

4. Receipt of an unusual gratuity (retail value more T F
than $5) shall not be reported unless a contractor
attempts to influence the Government employee.

5. Membership in the local Klu Klux Klan (KKK) is T F
permitted to all Government employees.

6. Anyone may be given a ride in a Government vehicle. T F

7. Review of the Navy's Standards of Conduct Instruc=- T F
tion 5370.2G and DOD's Directive Standards of
Conduct 5500.7 is required annualily by all DOD
personnel.

8. All GS~16 and above, military officers 0-7 and T F
above, commanding officers, executive officers,
and all DOD personnel working in Government pro-
curement must fill out the "Confidential
Statement of Affiliations and Financial Interests
(DD Form 1555).

9. Once the annual DD Form 1555 is filled out and filed T F
there is no need to file wnother DD Form 1555
upon transfer or reassignment from one billet
or position to another.

10. The DD Form 1555 is just a bureaucratic piece T F
of paper since it is locally held by the supervisor.

11. The DD Form 1555 filing deadline may be extended T F
to a maximum of thirty days when approved by
the supervisor.

12, All regular officers must file their initial T
statement of employment (DD Form 1357) within
thirty days after retirement.
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13.

l4.

15.

l6.

17.

18.

19.

20.

21

Although the information contained in the DD Form
1555 is confidential, information from it may be
disclosed, as a routine use, to federal officials
who require access to the information and who are
listed in the applicable system of records notice
required under the Privacy Act, and the Freedom of
Information Act.

Prior to approving nominees for appointment to o0-8
or 0-9, the Secretary of the Navy must ensure that
each nominee has the current D.D Form 1555 on file.

The DD Form 1555, once filed, does not permit Naval
personnel to participate in matters in which their
participation is prohibited by regulation,

The Chief of Naval Operations and the Commandant

of the Marine Corps shall provide to all military
personnel an oral briefing regarding the provisions
of the standards of conduct instruction regardless
of the program in which they are participating or
their duty station. This briefing shall be given
as part of their initial training or upon the
assumption of duties following initial appointment
or enlistment.

All personnel required to fill out the DD Form 1555
must do so without any exclusion to the contrary.

All Navy personnel who work in the procurement area
are required to receive a copy of SECNEAVINST 5370.2G
and an oral briefing regarding the provisions of

this ifastruction preseeding employment or upon
assumption of duties.

The Director of Civilian Personnel shall ensure that
all Navy civilian personnel receive a copy of
"Standaras of Conduct," SECNAVINST 5370.2G and

an oral briefing regarding the provisions of

this instruction preceeding employment or upon
assumption of duties.

Each retired regular officer of the Navy and the
Marine Corps must keep the Department of the
Navy advised of his post retirement employment
activities.

This requirement to keep DON advised of his post-
retirement employment ends on the third anniver
sary of his retirement.
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23.

24.

25.

A retired Kegular officer is prohibited, at all
times, from representing any person in the sale
of anything to the Government.

The financial interest of a spouse, minor child,
or other member of the Government employee's
immediate household is considered to be treated
the same as the financial interest of the Govern-
ment employee.

Upon release from Government employment a person
may not represent anyone other than the United
States in connection with a matter in which the
United States is a party or has an interest and
which was within the boundaries of this person's
official responsibility during the last year of
his Government service.

It is recommended that Regular officers whose
expertise lie in the procurement area not accept
employment with defense contractors due to poten-
tial conflicts of interest.
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STUDY GUIDE APPENDIX F
True/ False Test for Ethics and Standards of Conduct Training Course
Questions and Answers, Set il

1. SECNAVINST 5370.2G and DOD Directive 5500.7 applies to all Govern-
ment employees and active duty military personnel including speciel
Government employees and non appropriated fund personnel.

True. SECNAVINST 5270.G 4(a)
DOD Directive 5500.7 IIa

2. A gratuity is any gift, favor, entertainment, hospitality, trans-
portation, loan, any other tangible item or benefit given or
extended to, or on behalf of, naval personnel or their spouses,
minor children, or households, for which fair market value is
not paid by the recipient or the U.S. Government.

True. SECNAV 5370.2G 4(d)

3 In case of doubt, concerning the propriety of an action or decision
in terms of ethics or standards of conduct the person should
review the applicable instructions. If the instruction is not
clear as what to do, the person should attempt to make the best
decision.

False. 1In cases of doubt the Naval personnel shall consult
legal counsel or, if appropriate, a Standards of Conduct
Counselor or Deputy Counselor to ensure the proper and lawful
conduct of naval programs and activities. SECNAV 5370.2G 5a (4)

4. A relative who works for a defense contractor asks for some
information concerning the profit percentages used by another
defense contractor. Since he is your relative you can give
him the information.

False. WNaval personnel shall avoid any action which might result
in or reasonably be expected to create the appearance of giving
preferential treatment to any persen or entity. SECNAV 5360.2G 5b (2)

5. It 1s all right to accept any gift, gratuity, or favor from a
sales representative or contractor as long as the value of the
gift is less than §5.

False. One may accept unsolicited advertising items of nominal
or trivial value, but one may not accept an outright gift,
Although there are minor exceptions, a safe rule would be not
to accept anything more valuable than a cup of coffee.

SECNAV 5370 2G 6g (2) (b)
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Government employees and members of the military service may hold
any kind of outside job.

False. DOD and Naval personnel shall not engage in outside employ-
ment that intereferes with the performance of their Government
duties, or may reasonably expect to bring discredit on the
Government or the Department of the Navy.

7. All Government employees, except special Government employees, are
prohibited from using their grade, ranmk, title, or position in
connection with any commercial enterprise or in endorsing any
commercial product.

True. SECNAV 5370.2G 1 (1)

8. Naval personnel shall not solicit a contribution from other DOD
personnel for a gift to an official superior, make a donation or
a gift to an official siperior, or accept a gift from other DOD
personnel subordinate to themselves.

True. However, there is no prohibition on voluntary gifts or
contributions of a nominal value on special occasions such

as marriages, illness, transfer or retirement, porvided any gifts
acquired with such contributions shall not exceed a reasonable
value SECNAV 5370.2G 5j

9. It is a good practice to develop a strong personal friendship with
sales representatives or contractors since they can sometimes
help in obtaining needed material quickly.

False. Naval personnel should at all times not allow themselves
to be placed in a position in which a conflict of interests
might arise or might justifiably be suspected. SECNAV 5370.2G 5d

10. A Government employee who is writing a book on his own time may
use inside information associated with his job in this book.

False. Naval personnel shall not use, directly or indirectly,
inside information to futher a private gain for themselves or
others if that information is not generally available to the
public and was obtained by reason of their DOD positions.
SECNAV 5370.2G 6b

11. A Government employee needs Department of the Navy approval for
Government material addressed in a book written on his own time.

False., Unless there is definite DON position on a matter addressed
in the appearance or writing and the individual has been

authorized by appropriate superior authorities to present that
position officially, he shall expressly present his views on

the matter as his own and not as those of the Department

of the Navy or DOD. SECNAV 5370.2G (6) (2)
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13.

14,

15.

16.

17.

18.

A former Government employee now works for a defense contractor.
There is nothing wrong with him going to lunch with the office
personnel once a week.

False. Although there may not be any actual conflict of interest
DOD personnel will not knowingly deal with former military or
civilian personnel if such action will result in a violation of

a statute or policy set forth in DOD Directive 5500.7. The fact
that there is an appearance of conflict of interest may be enough
to cause difficulties in the future. DOD 5500.7 IV B

CDR Smith is aprt time stock broker. It is allowable for him to
solicit good stock buys to his office personnel.

False. Military personnel on active duty are prohibited from
personal commercial selection and sale to military personnel
junior in rank or grade, at any time, on or off duty, in or out
of uniform.

It is not proper for a defense contractor to buy lunch for a
Government employee who is administering the defense contract of
the contractor.

True. DOD 5500.7 VI A & B

Luncheons or dinners at a contractor's plant on an infrequent basis
when the conduct of official business within the plant will be
facilitated and when no provision can be made for individual
payment is allowable.

True. DOD 5500.7 VI B (3)

Social activities engaged in by officials of the department and
officers in command or their representatives with local civilian
leaders as part of a community relations program is allowable.

True., DOD 5500.7 VI B (11)

It is recommended to utilize contractor provided local transportation
while on official business to save on Government expense.

False. Contract or provided local transportation can only be used

when alternative arrangements are clearly impractical. DOD 55..7 VI B (12)

Acceptance of contractor provided transportation, meals or overnight
accomodations in connection with official business may only be
authorized by the order issuing authority.

True. DOD 5500.7 C
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19. Participation by DJD personnel in a community little league which
is sponsored by a detense concractor is prohiba.ted

False. As long as the relationship with the defense contractor
can reasonably be characterized as remote. DOD 5500.7 VI B (13)

20. It is not proper to participate in a football pool at work.

True. Employees are prohibited from gambling on duty or on
Government property. This includes lotteries or betting pools.
DOD 5500.7 X1

21, Government facilities, property, and manpower may be used only for
official Government business.

True. DOD 5500.7 VIII

22, 1f the above question (21).1is true then the use of a Government
facility by a church or community group is prohibited.

False, This is not intended to preclude the use of Government
facilities for activities which would further military~community
relations provided they do not interfere with military missions.
DOD 5500.7 VIII

23, All retired military personnel and all members of reserve compon-
ents not on active duty, are premitted to use their military
titles in connection with commercial enterprises.

True. Provided such use does not cast discredit on the military
service or DOD. DOD 5500.7 IX B

An active duty officer of the regular wavy or Marine Corps may
not be employed by any persons furnishing Naval supplies or war
materials to the United States and continue to receive his service

pay.

r
=~

True. DOD 5500.7 X C

25. YNo enlisted member of the armed forces on active duty may be
permitted to leave his post to engage in a civilian persuit or
business for hire if the business interferes with regular employ-
ment of local civilians in their art, trade or profession.

True. DOD 5500.7 X B

161




True/False Test for Ethics and Standards of Conduct Training Course

Questions and Answers, Set #2

1. A Government employee may not take part in any political campaign.

False. There are many political matters an employee may partici-
pate in, such as running for a non-partisan office. The following
references discuss restrictions on political activities of DOD
and Naval personnel:

Federal Personnel Manual, Chapter 733

Bureau of Naval Personnel Manual, Article 6210240

Marine Corps Manual, Paragraph 1742

2. There is nothing wrong with a Government employee buying stock in
a defense company which is just about to be awarded a large
defense contract

False. Information learned on the job may not be used for person-
al financial gain. Even if the Government employee had no inside
information the appearance that he did would be enough to consti-
tute 3 conflict of interest. SECNAV 5370.2G 2(b)

3. Concerning conflict of interest, DOD and the Navy are only con-
cerned with the affiliations and financial interests of the
Government employee.

False. Concerning conflicts of interest, the private interests
of a spouse, minor child, and any household member are treated
as the private interests of the naval personnel. SECNAV 5370.2G 6(a)

1~

Receipt of an unusual gratuity (retail value more than $5) shall
not be reported unless a contractor attempts to influence the
Government employee.

False. Receipt of unusual gratuities and the circumstances sur-
rounding the receipt shall be promptly reported to the appropriate
supervisor for a determination as to the proper disposition.
SECNAV 5370.2G 6(g) (3)

5. Membership in the local Klu Klux Klan (KKK) 1is permitted to all
Government employees.

False. All DOD personnel must avoid activities or associations
that are incompatible with their official Government position.

DOD 5500.7 IV C

Since the KKK does not believe in equal opportunity for all minor-
ities they are in direct contradiction to official Government
procurement regulations.
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10.

Anyone may be given a ride in a Government vehicle.

False. DOD personnel will not directly or indirectly use Govern-
ment property of any kind, including property leased to the
Government, for other than officially approved activities.

DOD 5500.7 VIII

Review of the Navy's Standards of Conduct Instruction, SECNAVINST
5370.2G and DOD's Standards of Conduct, DYD Directive 5500.7 is
required annually by all naval personnel.

False., Will be reviewed at least semi-annually.
SECNAV 5370.2G 8(ec)(l) DOD 5500.7 XIII

All GS-16 and above, military officers 0-7 and above, commanding
officers, executive officers, and all DOD personnel working in
Government procurement must fill out the "Confidential Statement
of Affiliations and Financial Interests'" (DD Form 1555)

False. The following personnel are required to submit the
DD Form 1555:
a. GS-16 and above
b, military officers 0-7 and above
¢c. CO's, X0's of shore installations with 500 or more
military and civilian personnel
d. GS-13 and above, military officers 0-5 and above whose
basic duties include signing, negotiating, recommending
or approving, auditing or supervision of auditing of
Gevernment contracts. SECNAV 5370.2G 9(a)

Once the annual DD Form 1555 is filled out and filed there is no
need to file another DD Form 1555 when transferred or reassigned
from one billet or position to another.

False. Upon transfer or resssignment from one billet or position
to another for which the filing of a statement is required, an
officer or employee shall file a current statement promptly with
the appropriate supervisor of his new billet or position

SECNAV 5370.2G 9(b) (L)

The DD Form 1555 is just another bureaucratic piece of paper since
it is locally held by the supervisor.

False. The Under Secretary of the Navy is responsible for notify-
ing the Office of the Secretary of Defense Standards of Conduct
Counsellor no later than 31 December of each year that all re-
quired DD Form 1555's have been filed and reviewed, with all pro-
blems appropriately resolved, or explanation provided of the out-
standing cases. SECNAV 5370.2G 9(b) ()
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11.

12.

13.

14,

15.

17.

The DD Form 1355 filing deadline may be extended to a maximum of
thirty days when approved by the supervisor.

True. SECNAV 5370.2G (9) (b) (3)

All regular officers must file their initial statement of employ-
ment (DD Form 1357) within thirty days after retirement.

True. SECNAV 5370 2G (12)

Although the information contained in the DD Form 1555 is confi-
dential, information from it may be disclosed, as a routine use,
to federal officials who require access to the information and

who are listed in the applicable system of records notice required
under the Privacy Act, and the Freedom of Information Act.

True. SECNAV 5370. 2G (9) (e)

Prior to approving nominees for appointment to 0-8 or 0-9, the
Secretary of the Navy must ensure that each nominee has a current
DD Form 1555 on file.

True. SECNAV 5370.2G (9) (g) (2)

The DD Form 1553, once filed does not permit Naval prsonnel to
participate in matters in which their participation is prohibited
by regulation,

True. SECNAV 5370 2G (9) (i)

The Chief of Naval Op=rations and the Commandant of the Marine
Corps shall provide to all military personnel an oral briefing
regarding the provisions of the Standards of Conduct imstruction
regardless of the program in which they are participating or
their duty station. This briefing shall be givien as part of
their initial training or upon the assumption of duties following
initial appoinment or enlistment.

True. SECNAV 5370.2G (10)

All personnel required to fill out the DD Form 1355 must do so
without any exclusion to the contrary.

False. The commanding officer may determine that submission of the
DOD Form 1555 is not necessary because of :
(a) the remoteness of any impairment of the integrity
of the Government
(b) The degree of supervision and review of the incumbants
work., SECNAV 5370.2G (9) (k)
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18.

19.

20.

21.

All Navy personnel who work in the procurement area are

required to receive a copy of SECNAVINST 5370.2G and an oral
briefing regarding the provisions of this instruction preceeding
employment or upon assumtion of duties.

True. SECNAV 5370.2G (10)

The Director of Civilian Personnel shall ensure that all Navy
personnel receive a copy of '"Standards of Conduct,'" SECNAVINST
5370.2G and an oral briefing regarding the provisions of this
instruction preceeding employment or upon assumption of duties.

Each retired regular officer of the Navy and the Marine Corps must
keep the Department of the Navy advised of his post-retirement
employment activities.

True. SECNAV 5370.2G (12) (a)

This requirement to keep DON advised of his post-retirement
employment ends on the third anniversary of his retirement.

False. Although the information is voluntary, if the information
is not provided, further investigation will ensure which may

lead to the withholding of retired pay and the referral of the
matter to the Comptroller General of the United States or other

Federal Agencies. DD Form 1357 Statement of Employment.

22.

23.

24,

A retired Regular officer is prohibited, at all times, from
representing any person in the sale of anything to the Government.

False. He is only prohibited in the sale of material to the
Government throught the Military Department in whose service
he holds a retired status. SECNAV 5370.2G Encl (1) VII(A) (2a)

The financial interest of a spouse, minor child, or other member
of the Government employee's immediate household is considered

to be treated the same as the financial interest of the Government
employee,

True. DOD XV (J)

Upon release from Government employment a person maynot represent
anyone other than the United Ststes in connection with a matter
in which the United States is a party or has an interest and
which was within the boundaries of this person's official respon-
sibility during the last year of his Government service.

True. DOD XVI (C) (2b)
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25.

It is recommended that Regular officers whose expertise lie in the
preocurement area not accept employment with defense contractors
due to potential conflicts of interest.

False. Neither SECNAVINST 5370 .2G nor DOD Directive 5500.7
preclude a Regular officer from accepting employment with a defense
contractor. Although, there are certain rules and prohibitions
that must be followed, they should in no way affect the future
career of the retired Regular officer.
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STUDY GUIDE APPENDIX F

GRATUITIES AND FAVORS

Case Solution #1

This case is an excellent example of a gratuity bestowed
on a Governmert employee that involves extenuating circum-
stances. DOD Directive 5500.7 defines gratuity as:

aAny gift, favor, entertainment, hospitality, trans-
portation, loan, any other tangible item, and any
- intangible benefit given or extended to, or on
behalf of, DOD personnel or their spouses, minor
children, or households, for which fair market
value is not paid by the recipient or the U.S.
Government.

There 1is not doubt that a gratuity has been bestowed.
According to the test of an illegal gratuity this situation

fails on at least two counts:

a. There is an appearance that the situation may lead
to the Government's inability to be impartial in the
future. i

b. This situation may lead one to believe that preferential By
treatment may be given to ABC in the future. 1

It is felt that Smith should do the following:

a. Call Jones and determine if the gift was purchased
with Jones' personal funds or ABC's funds. If

J purchased with personal funds, explain to Jones that

although it was a nice thought, the potential em-

i barrassment of a conflict of interest would do

neither of them any good. Ask him to limit his gift

to only a card in the future. If, however, the gift

was purchased with ABC's funds, point out the apparent

conflict of interest situation that has been generated.

e mE o e b e O b ik 5 e

b. If purchased with personal funds, explain that the
fruit really should be sent back; however, since the
gift was from a personal friends, let Jones decide

% whether the fruit should be sent back. (Either Jones
. or Smith can pay the freight.) If purchased with ABC
; funds, send the gift back immediately. (Smith pays

| the freight charge with return receipt requested.)
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Smith's action should be the same no matter if the gift was
for an anniversary or a birthday.
Again, recommend to Jones that in the future to send only

cards and keep the fruit.
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GRATUITIES AND FAVORS

Case Solution #2
1. Before going into what action CDR Ford should take, let
us look at the situation through DOD Directive 5500.7.

a. The calculators, pens and zippered briefcases are
gratuities in accordance with DOD 5500.7 VI B:
"any tangible item...given or extended to on behalf
of the recepient...."

b. The situation is in violation of DOD 5500.7 A: "DOD
personnel will not solicit or accept any gift,
gratuity...either directly or indirectly from any
person, firm, coproration...which is engaged...in

t procurement activities or business or financial
transactions of any sort with any agency of DOD...."

c. In addition, the situation, according to DOD 5500.7
IV F, appears to give the impression of prejudicial
conduct by the Government by creating the appearance
of:

(1) giving preferential treatment

(2) Government losing its impartiality
(3) loss of Government integrity

CDR Ford should take the following action:

a. Collect all the gratuities for return to Gizmo Widgets.

b. Call the sales representative at Gizmo's and explain
why the items are being returned and tell him that
such occurrences are not to happen again.

c. Conduct a training lecture on "Acceptance of
Gratuities and Favors" (recommend use of this guide)
reaffirming the restrictions found in DOD 5500.7).

2. In order to remain completely impartial and not appear to
give preferential treatment to anyone, it is recommended that
none of the items be kept. However, DOD 5500.7 VI B(5) does

allow acceptance of specialty advertising items of trivial
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intrinsic value which is interrupted to mean that the pens

may be kept without a risk of conflict.
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STUDY GUIDE APPENDIX G

CONFLICT OF INTEREST

Case Solution #1

Under the Conflict of Interest laws section, DOD 5500.7
XVI 2(C), Jeff is prohibited from participating in his
Government capacity (contracting officer) in any matter in
which he, his spouse...has a financial interest (employment
as a private secretary for the Finance Director). Instead
of participating in the negotiations, he must promptly
disqualify himself in accordance with DOD 5500.7 XVI 4. Jeff
must promptly notify CAPT Seabag, his superior, of the reason

for his disquaiification and make a full disclosure of his

financial interest, in this case the position and salary of
his wife. Unless CAPT Seabag makes a written determination,
prior to the start of the negotiating, that the interest is
not so substantial as to be deemed likely to affect the
integrity of the Government, he must reassign the negotiation
to someone else and this person must not be subordinate to

Jeff Powers.
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CONFLICT OF INTEREST

Case Solution #2
Dick Schauer appears to be concerned about DOD 5:00.7
VI B(3) which states:

Luncheons or dinners at a contractor's plant on an
infrequent basis is allowed, when the conduct of
official business within the plant will be facili-
tated and when no provision can be made for indi-
vidual payment.

This situation is an either-or situation. From the
situation we know that Schauer is unable to pay for his meals
and there is insufficient time for him to obtain his meals
elsewhere. Since Dick Schauer is not conducting official
Government business as an instructor there is no apparent

conflict of interest. However, as a procurement branch head

Schauer is justified in feeling uneasy about the situation.
The free meals can be construed to give the impression of
a conflict of interest.

In this situation it is how Schauer feels about the
situation which is important. If he feels uneasy about the
free meals he should either pack his dinner in a brown bag

or just wait until he gets home for class for dinner.

As to the upcoming negotiations, remaining at "arm's

length" from the contractor is always an excellent policy

to maintain.
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STUDRY GUIDE APPENDIX H

ACTUAL VERSUS APPEARANCE

Case Solution #1

The first question to ask is whether there is really a
problem here. Mr. Short appears to have financial diffi-
culties but with the possible exception of Mr. Short's own
complaints there is no evidence to support this claim.
As a supervisor, it is LT Swegle's responsibility to see if
there is any evidence to support this claim. As to whether
LT Swegle can withhold this transfer based on this circum-
stantial evidence is doubtful., It is LT Swegle's obligation
to put the best people in the right positions. Mr. Short

should be given a chance at the new position if he is the

P s

one best qualified. He should be counseled concerning the
problems of the position and then given £full responsibility
as if the financial problem never existed.
What 1f there was substantial evidence that Mr. Short
did have serious financial difficulties? What could LT Swegle

do in this situation?

LT Swegle should counsel Mr. Short about .1is financial

difficulties referencing DOD 5500.7 XII which states that

DOD personnel shall pay each just financial obligation in

a proper and timely manner. He should also stress to Mr. Short
that these difficulties can ultimately lead to problems which

could affect his employment or promotional opportuni*-ies.
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As to consideration for the new position he should be given

a fair and impartial consideration based on his performance.
If selected for the job, he should be counseled in order to
be effective, both in real and appearance; he should attempt

to clear up his financial problems as soon as possible.
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ACTUAL VERSUS APPEARANCE

Case Solution #2

Wright's reply will require some tact and some
probing. Is Bass a sly sales rep who is trving to get
preferential treatment for his company (violation of DOD 5500.7
IV F (2)) or is he just naive to the Government's procurement
requirements? In either case Wright must explain that the
Government is prohibited from preferential treatment.

Although in the first gquestion there is a clear attempt
to cause a conflict of interest to exist; the second question
may not be so apparent. It is true that DOD 5500.7 XVI D(1l) (d)
states that a retired regular officer may not, at anyv time,
sell anything to the department in whose service he holds a
retired status. However, nowhere in the case did he ever say
he was a retired officer. If he is a retired enlisted man,
the restriction does not apply in accordance with DOD 5500.7
XVI C(l). Wright is going to have to find out before

proceeding.
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VI. CONCLUSIONS AND RECOMMENDATIONS

A. CONCLUSIONS :

The following conclusions are drawn from the information

T N

and data presented in this paper.

1. DOD's standards of conduct, as presently contained in

current regulations, provide the necessary guidance to pro-

curement personnel to prevent the development of conflict of

interest vioclations.

Evidence supports the contention that the standards
of conduct are presently sufficient to meet the daily
challenges of conflict of interest situations found in
defense procurement. It is assumed that part of the success
of the standards is a result of a strong commitment bv DOD
procurement personnel who support high ethical standards.

2. A standards of conduct study guide could be d=veloped

to amplify the standards in order to make them more relevant

to the daily ethical challenges fcund in Government procurement.

Although the standards in themselves are presently

sufficient to the needs of Government procurement, there is

a reguirement to expand the standards of conduct so that they
are more meaningful and relevant to Government procurement
personnel. Procurement personnel should be knowledgeable and
comfortable with all aspects of their positions and the laws

and regulations that direct their actions. The standards of
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conduct study guide provided in Chapter V was developed to
meet these needs in a way that would be relevant to ethical
situations which Government procurement personnel may find
themselves.

3. There is an indication that Government personnel

involved in non-appropriated fund procurement are experiencing

difficulties in preventing conflict of interest violations

from developing.

Although substantial evidence is lacking to prove
this conclusion, there are indications from a GAO report
that more attention needs to be paid to the standards of

conduct regulations by those involved.

B. RECOMMENDATIONS
The following recommendations are based on the result of
this paper.

1. That the Information to Personnel, Paragraph XIII A

of DOD Directive 5500.7 be amended to more accurately definitize

the requirement that the standards of conduct "be brought to

the attention of all DOD personnel.”

All DOD procurement personnel should be aware of the

relevant contents of the standardsof conduct. Semi-annually

passing the instruction around for individual review and
signature is a poor substitute for training. There is a need {
for procurement personnel to be trained in this area since ﬂ
it is as important, if not more so, than the policies and

procedures that regulate their daily effort.
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E 2. That the study guide produced in this report be
f

used at the option of management by all defense procurement

activities as a guide to train Government procurement

personnel in the standards of conduct.

3. That a study be initiated to determine if the

standards of conduct are deficient ih preventing conflict of

interest vioclations in non-appropriated fund procurement.
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APPENDIX A

KEY DEFINITIUNS /ABBREVIATIONS

Gratuity. Any gift, favor, entertainment, hospitality, transportation,
loan, any other tangible item, and any intangible benefit given

or extended to, or on behalf of, DOD perscnnel or their spouses, minor
children, or households, for which fair market value is not paid by
the recipient or the U. S. Government

Special Government Employee. A person who is retained, designated,
appointed, or employed to perform, with or without compensation, not
to exceed 130 days during any period of 365 consecutive days, tempor-
ary duties, on either a full-time or intermittent basis.

DAR - Defense Acquisition Regulations

DOD - Department of Defense

FOL - Freedom of Information

GAO - General Accounting Office

HEW ~ Department of Health, Education and Welfare
JAG ~ Judge Advocate General

OGE - Office of Government Ethics

SECNAV - Secretary of the Navy

179




APPENDIX B

gUUE EELETHLCS FFOR GOVI RNMENT SERVICE
(Congressional Resolution 175)

Any person in Government service chould:

1. Put loyalty to the highest moral principles and to
country above loyalty to persons, party, or Govern-
ment department.

Uphold the Constitution, laws, and legal reulations
ol the United States and of all governments therein
and never be a party to their evasion.

te

3. Glve a full day's labor for a full day's pay: giving
to the performance of his duties his earnest effort
and best thought.

4. seek to find and employ more efficient and economical
ways of getting tasks accomplished.

5. Never discriminate unfairly by the dispensing of
special favors or privileges to anyone, whether tor
remuneration or not; and never accept for himselr
or his family, favors or benefits under circumstances
which might be construed by reasonable persons as in-
fluencing the performacne of governmental duties.

6. Make no private promises of any kind binding upcn the
duties of office, since a Government employee has no
private word which can be binding on public duty.

7. Engage in no business with the Government, either
directly of indirectly, which is inconsistent with
the conscientious performance of his governmental
duties.

8. Never use any information coming to him confidentially
in the performance of governmental duties as a mcans
for making private profit.

9. Lkxpose corruption wherever discovered.

10. Uphold these principles, ever conscious that public
wffice is a public trust.
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